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Painting by Herman Bartel —“‘Stripping the Island Tobacco’ 


Growing Dollars in Puerto Rico 


HOSE LEAVES of rich tobacco raised in Puerto Rico help to 

buy from the U.S., rice, shoes, meat and other goods the 
island needs. Sugar, needlework, rum and tobacco are the 
island’s major products. Ninety-six percent of all Puerto 
Rican products shipped abroad are sold to American import- 
ers. Out of every dollar used by Puerto Rico in purchases 
abroad, ninety-one cents is spent in the U. S. 

No country in the Western Hemisphere, except Venezuela, 
has experienced so great an expansion of trade as Puerto 
Rico since the beginning of the century. 

Besides the processing of agricultural products, Puerto Rico 
has developed an important needlework industry second only 
to the sugar industry in creating prewar export exchange. 

The National City Bank exclusively provides importers and exporters 
complete Island coverage by means of six branches in Puerto Rico. These 


American branch banks are on the ground to furnish credit and trade 
assistance as part of our world-wide system of 45 overseas branches. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall St., New York « 66 Branches in Greater New York 


Write on your business stationery for the Bank’s 
Monthly Bulletin on Economic Conditions. 


Gitst te Verld Wide Bankto 


Member Federal Deposit Insurance Corporation. 
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Webster E. Pullen, reared in 
North Dakota, for 15 years 
has been serving our custom- 
ers’ interests in San Juan, 
P. R., where he is Branch 
Manager now. His entire 
business career has devel- 
oped in our Caribbean branch 
banks, thus assuring expert 
assistance to business men. 





ACTIVE OVERSEAS BRANCHES 


ARGENTINA CHILE MEXICO 
Buenos Aires Santiago Mexico City 
Flores Valparaiso PERU 
Rosario is. 
BRAZUL Manila 
Rio de Janeiro PUERTO RICO 
Pernambuco 
Santos 
Sido Paulo 


Balboa 
Cristobal 
CHINA 
Shanghai 
Tientsin 
Hong Kong 
COLOMBIA Bombay 
Bogota Calcutta 
Barranquilla JAPAN 
Medellin Tokyo (Limited) 


11, Waterloo Place 
INDIA 


Every 3 seconds a customer is served overseas 
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Eire is prepared to ration bread for the 
first time, as a result of the exceptionally 
poor harvest of wheat. The Ministry of 
Agriculture in Dublin has announced that 
100,000 tons of wheat will be lost this 
year because of unusual rains. During 
the war, Eire’s only rationed foodstuff 
was tea. 
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A trucking service between England 
and Holland has_ been established. 
Trucks now carry manufactured goods 
to the Netherlands and return loaded 
with fresh fruit and vegetables. The 
vehicles are carried on tank-landing ships, 
which have a capacity of 4,000 gross 
registered tons. 
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Canada is to make new attempts to ex- 
tract oil from the bituminous sands of 
Alberta. Efforts will be made to discover 
a profitable method of exploiting the oil- 
soaked sand, estimated to cover as much 
as 30,000 square miles. Canadian experts 
cleim the sands may contain as much as 
100 billion barrels of oil. Previous at- 
tempts to exploit these deposits commer- 
cially have been unsuccessful. 
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Due to a shortage of corks and bot- 
tles, it will be a least another year before 
Germany can resume export of Rhine and 
Moselle wines. An estimated 158 mil- 
lion gallons of wine will be produced in 
the American zone this year. Half the 
production is allocated to the military 
government, with the remainder going 
to civilians. In addition to current pro- 
duction, a large quantity of earlier vin- 
tage still is stored in barrels due to the 
shortage of bottling facilities. 
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Russia will allow students from other 
countries to attend Soviet colleges this 
year. The Soviet Ministry of Education 
has opened the universities of Moscow, 
Leningrad and Sverdlovsk to students 
from Bulgaria, Czechoslovakia and Yugo- 
slavia. Some Bulgarians already have ar- 
rived, and students from the other coun- 
tries are expected shortly. 
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Italy wants to borrow 800 million dol- 
lars from the United States to cover a 
deficit in international payments in 1947. 
When UNRRA shuts down at the end of 
1946, Italy will need credit to purchase 
both food and raw materials. At present, 
the Italian Government is limiting pur- 
chases abroad to necessities. 





Trade between the United States and 
the Netherlands has nearly doubled dur- 
ing the current year. In 1945, the Dutch 
imported more than 80 million dollars in 
goods from the United States, while U. S. 
purchases from Holland totaled about 5 
million dollars. So far this year, agricul- 
tural exports from the Netherlands have 
exceeded the figure for all of last year, 
and Holland is now exporting more in- 
dustrial products. U.S. purchases in- 
clude flower bulbs, cut diamonds, chem- 
icals, seeds, flax and textile trimmings. 
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The United States has put on sale sur- 
plus ships now located in England, Scot- 
land and Belgium. The ships include 
landing craft, oceangoing tugs, patrol ves- 
sels and minesweepers. Most of the ships, 
over 400 of which are located in Antwerp 
Harbor, are Diesel powered. About a 
hundred, beyond economical repair, are 
offered for sale as scrap. 
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Australian exports have soared to 
nearly three and a half times prewar 
figures. Shipments to other British ter- 
ritories have reached nearly four times 
the prewar volume, with principal in- 
creases in sales being in Malaya, India 
and the United Kingdom. Exports to 
Belgium, France and the United States 
are triple prewar figures. 
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To meet a critical shortage of trans- 
portation, New Zealand plans to import 
19,000 automobiles in 1947. Of the cars, 
14,000 will be brought from Great Brit- 
ain, compared to the 10,000 this year. 
The remainder will come from the United 
States and Canada. 
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Holland and Italy have signed a one- 
year monetary and trade treaty. Under 
the agreement, Italy will ship sulphur, 
tanning products, sheep hides, celluloid, 
chemicals, glass, silk, hosiery, electrical 
products, tools, automobiles and lemons 
to Holland, in exchange for pig iron, 
benzol, dyes, diamonds, seed potatoes 


and flower bulbs. 
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A diamond mine, with a surface area 
eight times greater than the world’s 
largest previously-known field, has been 
discovered in Tanganyika. At present, 
200 tons of ore is being handled daily, 
and the year’s income is estimated at 8 
million dollars. Machinery now is being 
obtained to mine 2,000 tons daily. 
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The Merriam-Webster 
Book of 
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gives you essential facts about 
40,000 Noted Men and Women 


EBSTER’S BIOGRAPHICAL 

DICTIONARY contains more than 
40,000 concise biographies, with pro- 
nunciation of names and all essential 
facts. Includes scientists, statesmen, ex- 
plorers, writers, painters, actors, radio 
personalities, eminent figures from every 
other field. Valuable to writers, speakers, 
readers. Prepared by the expert staff of 
Webster’s New International Dictionary, 
Second Edition. 1,736 pages, thumb in- 
dex. $7.50. At your bookdealer or order 
direct from the publishers. 

G. & C. MERRIAM CO. 

614 Federal Street, Springfield 2, Mass. 





How many of your 
JUNIOR EXECUTIVES 
Speak SPANISH? 


Your company can derive great advan- 
tage in possessing one or several junior 
executives trained to speak Spanish, 
Russian, French or Portuguese quickly, 
easily and correctly by the world-famous 


LINGUAPHONE 
Conversational METHOD 


At home or at the office after hours, one 
or a group can také a complete Linguo- 
phone course in any one of 29 world- 
languages and make progress in an 
amazingly short time. 

In business, professions and War Serv- 
ices the unique Linguaphone Conversa- 
tional Method has enabled more than 
one million men and women to speck 
foreign languages. 


¢ Send for FREE Book * 


INGUAPHONE INSTITUTE 
82 RCA Building * New York 20, N.Y. 


LINGUAPHONE INSTITUTE 
82 RCA Bidg., New York 20, N.Y. 


Without cost or obligation send me the 
Linguaphone Book. 


Nome 


Address 
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Dispatches from Berlin published in American newspapers on Sep- 
tember 25 confirm that World Report had a three-month “scoop” on 
United States proposals for a drastic financial reform program for Ger- 
many. The dispatches report that the plan, which calls for repudiation 
of a great part of the German national debt and replacement of Reichs- 
marks by a new currency, is now under discussion by the American, 
Russian, British and French occupation authorities. World Report gave 
first news of the plan on the “Worldgram” page in our June 20 issue, 
and followed it up with a comprehensive, factual dispatch in the June 
27 issue, giving details of the plan and an analysis of what it would 
mean to Germany and to the Allied nations. 
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And while we are on the subject, World Report published in the 
September 5 issue an analytical dispatch on the progress of economic re- 
covery in Europe. The facts, and our conclusions, were borne out by 
an official survey made by the Temporary Commission on Devastated 
Areas of the Economic and Social Council of the United Nations, and 
published in the daily ha sea on September 22. 
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Headlines tell of heavy fighting in Northern Greece, of charges of 
invasion by subversive elements from Albania and Yugoslavia. But 
what hasn’t been told is the underlying factor behind these moves— 
the vast effort to form a huge Slav state extending from the Black Sea 
to the Adriatic. World Report tells that story on page 14. 
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Little news has been permitted to seep through the “Iron Curtain” 
that separates Russia from the Western world, but what news has 
leaked out tells of purges of high officials, including members of the 
all-powerful Communist Party, of petty graft among officials and of 
inefficiency in administration. World Report has succeeded in gather- 
ing facts that give a new insight into the affairs of Russia and tells 
those facts in the lead article in this week’s issue. 
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On the other side of the world, the problems of Japan become more 
and more important now that that country is emerging from the initial 
stages of her defeat. For one thing, there is the question of reparations 
—what industries should that defeated nation be required to give up to 
eliminate the possibility of her ever again becoming a threat to world 
peace, and to whom shall these industries be surrendered. This is a 
question that soen is to become a top problem among the victorious 
Allies. It is presented in all its many ramifications on page 22 of this 
week’s World Report. 
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FROM THE CAPITALS OF THE WORLD 


The developing situation in world affairs is this: 

Russia is mixing soft words with hard bargaining; is using Stalin's voice 
to quiet fears at home, bolster friends abroad and make a gesture to Britain. 

Britain now finds herself in the middle, where she usually likes to be, 
with a chance to promote her own ideas and to act as a broker. 

U.S. is counting on firmness and patience to obtain results from Russia, is 
more interested in peaceful deeds than in peaceful words from Moscow. 

Those are the latest positions, the latest signs that things are beginning 
to stir, that what appeared to be an impasse may begin to break. Optimism is 
not of a very robust kind, however. The basic assumption of U.S. officials is, 
and has been, that Russia doesn't want war, is in no condition for war, but that 
what Russia does want ordinarily cannot be had without war. You get a look at 
the cleanup inside Russia on page 5 and the Stalin text appears on page 43. 








Real tests of Russia's intentions are to be these: 

Germany, where a share in the output of the Ruhr might induce Russia to go 
along with a reconstructed scheme for economic unification. 

Austria, where Russians are milking the country of assets, using troops to 
get what they want while UNRRA food takes care of the people. 

Greece, where Communists are trying to pick a fight, are trying to exploit 
considerable dissatisfaction with the return to power of King George II. 

Yugoslavia, where Tito's Communists are tightening political controls, 
travel controls, trade controls; are clamping down on U.S. official news. 

Iran, where Communists are thriving, are openly out for one-party rule. 

Turkey, where Russian pressure over the Dardanelles is being maintained. 

China, where Chinese Communists are being squeezed by Nationalist troops, 
where U.S. marines are made a target for Stalin's criticism. 

Japan, where Russia finds fault with U.S. occupation; is Suspicious of 
General MacArthur's determination to give the Japanese Western-type democracy. 

Korea, where 200,000 Russian troops face a U.S. force of 50,000. 


























Inside the struggle for the future allegiance of Germans..... 

Russia _ is being forced to revise her ideas about running German politics, 
about how to operate a political machine in Germany. 

Russia set out to create in her zone a Socialist Unity Party, to aim ahead 
for a central government that could be managed indirectly from Moscow. 

That was the plan. The only difficulty is that the plan isn't working. 

Russia now finds her favorite party, on the basis of recent elections, is 
predominant in only about a third of the Russian zone. 

Major reasons for Russian disappointment are these: Russia is backing 
Poland's right to former German territory; Russia is unwilling to return large 
numbers of German prisoners; Russia is taking heavy reparations from Germany. 

The outlook suggests Russia will offer increased rations, higher pay, more 
benefits to German workers; will weed out opposition parties, will extend new 
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privileges to women, who far outnumber men in Eastern Germany. 


To show a typical result of Russian presSure@.e.ee. 

Turkey, anxious to maintain her independence and keep open the wecrapaieantian 
is supporting a military establishment far beyond her means. 

One guarter of Turkey's man power is in uniform, is producing niadatiiee. 

Half of Turkey's revenue is being spent on her armed forces. 

Heavy taxation is helping to boost prices, is making exports difficult. 

Monetary devaluation is an expedient to get Turkey back into trade. . 

Large loans are being sought in U.S. to develop roads, dams, railroads. 

In other words, Turkey is paying a heavy price economically to be strong 
militarily, to preserve her political independence. How long Turkey can afford 

guch a strain is a big question for the future. 

















In some of the ether fields where things are happening..... 

Britain, encouraged by debt settlements with Argentina and Brazil, hopes 
now to get postwar finances on a firm basis. Deal with Portugal also is set. 

Settlement with India, the largest creditor of Britain, is to be delayed 
until India gets a popular government; until there are men in office in India 
who can underwrite an agreement that will last for years to come. 

Favorable terms of British settlements thus far are to exert influence on 
the debts to be renegotiated later on; are to give Britain confidence that a pate 
tern has been set for the gradual liquidation of a war that left her nearly broke. 








In Asia, things are slow to straighten out..... 

Japan may re-emerge as a key nation in the Far East as China slips into 
more and more trouble, with U.S. sympathies on one side, Russian on the other. 

Industrially, Japan already is having her future charted, is looking ahead. 
Outlook is that wiping out of costly war industries will be a boon to Japan; 





will leave the country's economy stronger, better balanced than before the war. 
You get the picture of what reparations will leave Japan on page 22. 


India is dangerously divided, with Hindus in power, Moslems in opposition. 

Political hazards are multiplied by an increasing threat of famine. 

Food supplies, scarce throughout the summer, are to run out in November. 

Flare-up recently in Bombay, a miniature of Calcutta's rioting, serves to 
illustrate the sort of jitters that could continue in India, as each side, 
Hindus and Moslems, played its game, seeking to get the better of the other. 

Burma is a constant irritation to Britain, is forcing Britain to govern by — 
using Nationalist leaders who once sympathized with Japan. 

Malaya is quiet politically but disturbed by a severe shortage of rice. 

Dutch East Indies keeps kicking up trouble. Dutch idea is that native 
leaders should strike a deal now that Holland is to offer better terms. The 
natives, their republican regime better organized, are holding out. 

Catch in this situation, from a Dutch viewpoint, is that Britain intends 
to remove all her troops from the Indies by November 30; that Dutch strength 
then likely will be insufficient to keep native opposition in check. 

















There is one main point of interest in the Western Hemisphere..... 

President Peron of Argentina is laying out an economic plan of action for 
five years ahead; to parallel his own term of office. 

Irrigation and electrification programs are to be the chief public works. 

A rising output of consumer goods is supposed to please people and to help 
quiet wage demands by checking the rise in Argentine prices. 

President Peron refuses to be worried about the temporary irritations of 
the moment, by the predictions that Argentina's customers overseas will resent 
his bargaining methods, will some day be in a position to shop elsewhere, for 
example, for meat, wheat and linseed oil. 
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STALIN CLEANS HOUSE TO QUELL 
GRUMBLING, SPEED UP PRODUCTION 


Wartime profiteering and inefficiency 
result in crackdown reaching into 
every phase of Soviet existence 


The rulers of Soviet Russia are 
cleaning house. 

They are undertaking their most 
extensive overhaul to date of Soviet ad- 
ministration, industry, agriculture and 
propaganda. Corners of the vast house- 
hold neglected during the war are being 
scrubbed out. Members of the fam- 
ily are being punished for inefficiency, 
corruption and departures from the rigid 
precepts of the Communist Party. The 
resovietization of Russia is under way. 

This is the meaning of the wave 
of self-criticism sweeping through the 
Soviet press today. It is an official wave, 
set in motion by Moscow, in answer to 
grumbling over low standards of living, 
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TEAMWORK ON A COLLECTIVE 
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fraud among administrative officials, 
weariness and fear of another war. Stalin 
himself has heard the grumbling and has 
responded to it. 

Managers of collective farms are on 
trial for stealing land and _ livestock, 
pocketing public funds and introducing 
“principles of private property.” Officials 
who run Soviet industries are being prose- 
cuted for faking production figures, 
collecting undeserved bonuses and with- 
holding wages from workers. Soldiers and 
sailors of the Army and Navy—henceforth 
to be known officially as the Soviet Army 
and Navy—are directed to observe stricter 
discipline, show respect for rank and 
guard all military secrets. Writers, musi- 
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cians and movie directors are under fire 
for laxity in propagating Soviet ideals 
and for admitting samples of Western cul- 
ture, members of the Communist Party, 
from whose ranks the rulers of Russia 
come, are losing their jobs and _ per- 
quisites both in Moscow ministeries and 
in the provinces. 

@ A bloodless purge thus far, the house 
cleaning nevertheless is reaching into 
all parts of Russia and involving thou- 
sands of officials and workers. It differs 
from the wholesale executions of 1936- 
38 and from the liquidation of peasants 
who in the early 1930s resisted collectivi- 
zation of their farms. Those purges were 
confined to specific groups. The present 
process pries into every aspect of Soviet 
life. 

Farm officials and peasants are the 
latest to come under fire. In the Province 
of Kuibyshev alone, the Government 
newspaper Izvestia reports 19,367 cases 
in which managers and others have 
carved out chunks of - collective farms 
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Some of the managers made the collecting a one-way proposition 
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BROOMMAN ZHDANOV 
Communism makes a clean sweep 
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and used them for private profit. In 
the agricultural Ukraine, where senti- 
ment for independence remains a Soviet 
problem, two thirds of the men who di- 
rect tractor stations for collective farms 
have been dismissed for inefficiency. 
Party members now on trial in Moscow 
are accused of stealing livestock and 
food from collective farms and selling 
them for personal profit. 

Managers of industry are being prose- 
cuted for graft and for failure to bring 
production up to the levels required by 
the Five Year Plan. Executives of coal 
mines, automobile plants and food-proc- 
essing industries face dismissal and jail. 
The Soviet press reports that only 16 
of the 43 mines in the Moscow Coal Trust 
are meeting their goals, that the railroads 
are falling far behind in coal shipments 
and that factories making farm machinery 
are lagging seriously in production of 
tractors and harvesting machinery. 

Propagandists for the Soviet way of 
life are ordered to blue-pencil alien ideas 
and ideals out of Russian literature, 
textbooks, radio programs, drama, music 
and movies. The “Adventures of Sher- 
lock Holmes” are no longer fit for Soviet 
eyes, because they magnify the impor- 
tance of private property. The plays and 
novels of Somerset Maugham, Ferenc 
Molnar, Arthur Pinero, and George Kauf- 
man and Moss Hart are banned as glori- 
fying Western culture. The head of a 
writers union in Leningrad has been 
ousted for borrowing Western ideas. 
Serge Eisenstein, Moscow's famous movie 
director, has been severely criticized for 
his historical film, “Ivan the Terrible.” 
Part of the picture showing scenes of 
luxury has been suppressed. 

Party members, including officials high 
in the councils of the Communist Party, 
are feeling the ax along with non-mem- 
bers. Membership in the party that rules 
Russia is-not to be considered license for 
inefficiency or corruption. In the Ukraine, 
38 per cent of the secretaries of regional 
committees of the party have been re- 
placed. Leaders of the Young Communist 
League, which exists to indoctrinate 


soldiers and sailors in communism, have 


been reprimanded for forgetting the 
teachings of Lenin and Stalin. Even 
officials high in the Government, such 
as P. V. Smirnov, chief of the Ministry 
of Meat and Milk Production, have been 
dismissed. 

@ Causes of the nation-wide crackdown 
can be traced to wartime policies and 
their consequences. 

Need for food during the war impelled 
Soviet leaders to hold the carrot of 
private profit before the nose of the 
Russian farmer. Peasants were permitted 
to raise more produce for themselves 
and to sell it in the bazaars, the so-called 
free market. This policy, in effect, legal- 
ized a black market, in which demand 
for scarce food forced prices to 20 and 40 
times thé level of rationed goods. Farm- 


ers piled up unaccustomed wealth, and ; 


managers of collective farms did even 
better, some becoming millionaires. 
New recruits brought hastily into the 
Communist Party in wartime, without the 
usual careful screening and indoctrina- 
tion, yielding to temptation too readily 
when opportunities for private profit came 
along. They also failed to measure up in 
efficiency as administrators, in devotion to 
the interest of the masses, and in strict 
adherence to party doctrine. Member- 
ship of the party doubled during the 
war, to about 6 million, to provide per- 
sonnel for the bureaucracy. Under the 
pressure of war, it was not possible to 
train new members adequately in the 
role of ruthless efficiency and selfless- 
ness required of true believers in Marx- 
ism. 
The Soviet alliance with Britain and 
America against Germany compelled a 
modification in the propaganda line 
toward outsiders. For purposes of war, 
some Western ideas, as well as food and 
supplies, were accepted. The difficulty 
was, however, that knowledge of higher 
standards of living in Western countries 
became a dangerous piece of information 
in a dictatorship with a big job yet to do. 
Upshot is that these wartime policies, 
added to the terrific consequences of the 
war itself on the Russian people, make it 
difficult for the Government to stir up 
the necessary enthusiasm for the task 
now in hand, the successful completion 
of another Five Year Plan. War weari- 
ness and apathy are widespread. The 
promise of better things after the war 
is being paid off in shortages of food and 
consumer goods and a call for harder 
work ahead. 
@ Effect of the present shake-up inside 
Russia will be felt in every corner of 
the Soviet Union and abroad as well. 
Internally, Stalin has instructed two 
of his trusted lieutenants, Andrei Zhdanov 
and Georgi Malenkov, to clean house 
in the Communist Party, crack down on 
graft and inefficiency in agriculture and 
industry and get the country back on the 
track. If the Soviet Union is to accom- 
plish the gigantic tasks of production set 
for it in the present Five Year Plan, 
prodigies of efficiency, hard work and 
self-sacrifice are inescapable. The losses 
due to war are to be made up and pro- 
duction above prewar levels attained by 
1950. But it will take thorough-going 
resovietization of Russia, the Communist 
leaders have decided, to attain this goal. 
Externally, the significance of the 
Soviet house cleaning is that Russia is 
again concentrating on Russia. It may 
mean that expansion westward has gone 
as far as Soviet leaders think safe at this 
time. Stalin’s recent interview provided 
a face-saving device for such a change 
in policy. But Russian acts, rather than 
words, from now on will reveal the full 


meaning of the current upheaval inside ° 


Russia. 
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PROGRESS, NOT PEACE, 
ACHIEVED AT PARIS 


Many of the major issues remain 
unsettled, but way is cleared for 
approach to treaty for Germany 


Reported 
from PARIS 


The Paris Conference is on its 
final lap. Peace treaties for Italy, Ro- 
mania, Bulgaria, Hungary and Finland 
are virtually completed. 

Ahead lies the treaty for Germany. 
Also ahead lies the settlement of many 
questions omitted from the treaties now 
emerging. 

The Conference determined what 
Italy and the Axis satellites are to pay 
the victors, what territory they are to 
cede in Europe and how much military 
power each is to retain. But final dis- 
position of the Italian colonies, control of 
the Danube and the status of Trieste are 
left to the Big Four to decide. 

The 21 nations that have agreed to try 
to sign five treaties by the middle of this 
month have not succeeded in dispelling 
the mutual distrust that divides the 
world. 

They have, however, disposed of a 

host of minor issues that -pricked the 
Foreign Ministers of the Big Four into 
bitter quarrels and prolonged bickering. 
They have set precedents for procedure 
and principles of negotiation that should 
speed work on the peacemaking still to 
come. 
@ The accomplishments in the third 
month of the Paris Conference are 
emerging in written treaties and in off- 
the-record experience. 

In the treaties for Italy, Romania, Bul- 
garia, Hungary and Finland are compro- 
mises on issues that threatened to wreck 
earlier parleys between the Foreign Min- 
isters. 

Reparations are scaled down to bills 
that economists believe the defeated pow- 
ers can pay. 

The boundaries of all five nations have 
been fixed. Italy is to cede two bits of 
Alpine territory to France and _ has 
reached a friendly settlement with Aus- 
tria over the South Tyrol. Romania gets 
Transylvania from Hungary and land be- 
tween the Danube and the Black Sea 


from Bulgaria, though she loses Bessara- 
bia, north of the Danube, to Russia. Fin- 
land cedes strategic lands on her border 
to the Soviet Union. 

The land, sea and air forces of all five 
nations have been reduced to a scale 
that eliminates any chance they -can in- 
itiate an aggressive war against their 
neighbors. Scores of agreements were 
recorded on hundreds of typewritten 
pages. 

Valuable experience in diplomacy and 
procedure came out of the negotiations 
at Paris—experience that does not show 
in the treaties. 

Russia and her Slav satellites tried to 
slip a phrase describing Albania as “an 
Allied and Associated power” into an ob- 
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scure clause of the Italian treaty. The 
U.S. and Britain, neither of whom is 
willing.to grant Albania full standing as 
a member of the United Nations, blocked 
that phrase by a narrow vote and 
watched the record for similar maneu- 
vers. 

Britain and the U.S. made repeated 
efforts to get the Russians to accept the 
majority rule in the Big Four, but the 
Russians, usually on the short end of a 
three-to-one vote, each time insisted that 
only unanimous decisions were final, and 
eyed the voting procedure suspiciously. 

Small nations learned that the Big 
Four will permit them to state their 
views before a world audience but bar 
them from altering agreements of the 
Big Four. A campaign by the small na- 
tions at Paris to obtain more considera- 
tion failed to budge the major powers 
from the stand that they alone can make 
the big decisions. 

@ What is left out of the treaties is a trio 

of problems which, though still major, 
have been cleared of complications 
that clung to them as the Conference 
began. 

Trieste, it is now evident, is to remain 
a point of conflict despite temporary 
compromises. The Big Four agreed that 
the port of Trieste is to be international- 
ized. But Yugoslavia, with Russia’s back- 
ing, wants to make the international con- 
trol so weak that Trieste will, in fact, be 
under Yugoslavia’s thumb. 

Italy’s colonies are to be left alone for 
a year. By that time, it is hoped, the 
Big Four will be able to dispose of them. 
Ethiopia will get Eritrea and Egypt may 
get part of Libya. The United Nations 
may administer the rest. 

The Danube, which the U.S. and 

Britain want opened to commerce, still 
is tight in Russia's grip. Distrust among 
the Big Four must be dispelled before 
the river is opened to the West. 
@ Not peace, but progress is repre- 
sented in the five treaties. Secretary of 
State Byrnes, who initiated the drive 
to get the treaties out before the Assem- 
bly of the United Nations meets, was 
genuinely optimistic last week over the 
prospect of getting the Conference table 
cleared on schedule. 

What the treaties themselves are worth 
depends on the progress that the Big — 
Four can make in solving the major 
issues that the treaties are to leave wide 
open. The Conference has cut down to 
the core the differences among the Big 
Four. It remains for the U.S., Russia, 
Britain and France to make stop-gap ar- 
rangements for these issues while they 
undertake the greater task of writing a 
peace treaty for Germany. 
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2,000,000 MEN NEEDED TO RAISE 
STANDARD OF LIVING IN BRITAIN 


Labor shortage threatens to stall 
production program. Absenteeism 
and inefficiency add to difficulties 


Reported from 
LONDON 


A critical shortage of man power 
is bringing new troubles to Great Britain’s 
“production for prosperity” campaign. 

There are 2,000,000 more jobs 
than workers. Although production for 
export is moving ahead, Britons at home 
are growing restless because they cannot 
buy the things they want. Consumer 
goods remain scarce, and the situation is 
so serious that officials say Englishmen 
may have to reduce still further their 
standard of living. 

Largely for want of labor, coal produc- 
tion is behind schedule. Unless it can 
be stepped up soon, many factories may 
be forced to close down or reduce their 
operations during the coming winter. 

An intensive campaign is under way 
now to step up production in all lines. 
Government officials are visiting mines 
and factories to explain to workers the 
importance of staying on the job and of 
increasing output. They are driving home 
the idea that living conditions can be 
improved only if more consumer goods 
are produced for home use and more 
heavy manufactures are produced for 
sale abroad to pay for badly needed 
imports. 

The Government is pushing a pro- 
gram of on-the-job training to increase 
the efficiency of workers. Teen-age youths 
are being recruited and trained in in- 
dustrial skills. 

“Working parties’ made up of trade 
unionists, employers and technicians are 
studying each industry and making rec- 
ommendations for the raising of efficiency 
and the increasing of production. 

An attempt is being made to attract 
labor into essential industries by improv- 
ing working conditions, recreation facili- 
ties and housing. 

@ Labor is the most urgent problem. 
Despite the return of more than 6,000,- 
000 persons from the armed services and 
war industries, the shortage of workers 
has not been overcome. Britain needs 


8 « WORLD REPORT 


22,000,000 workmen but at present only 
about 20,000,000 are available. 

Productivity of the workers slumped 
seriously toward the end of the war and 
is slow in coming back. As a result, 
efficiency of labor in the coal mines dur- 
ing the first half of this year was 88 per 
cent of the prewar level. Officials say 
efficiency must be built up to 94 per cent 
to turn away a threatened crisis in coal. 

Distribution of labor is another ob- 
stacle to some phases of the production 
program. Unemployment is mounting in 
some areas, where war industries have 
closed down, at the same time that serious 
shortages of man power are developing 
elsewhere. 

To combat this problem, the Ministry 
of Works has created a Mobile Labor 
Force, similar to the crack Special Repair 
Service that operated during the blitz. 
The Mobile Force is made up of several 
thousand highly skilled workers who can 
be rushed to any part of the country to 
help break local bottlenecks in produc- 
tion. 

Working conditions, varying from in- 
dustry to industry, also are causing dis- 
locations in production. Since there are 
plenty of jobs, laborers tend to cluster 
in areas where employment is most at- 
tractive, leaving less agreeable but vital 
tasks unmanned. A campaign now is 
under way to improve conditions gener- 
ally and make the disagreeable jobs more 
comfortable. 

Absenteeism is continuing, although 
it can be expected to diminish once the 
vacation season is out of the way. 

But the continuing rate of absence is 
causing concern to Government and trade 
union officials. Arthur Horner, Secretary 
of the National Union of Mine Workers, 
has been stumping the country urging 
workers to stay on the job. 

Strikes, most of them called without 
the sanction of union leaders, are slowing 
production and services to some extent, 


although Britain has had no big, industry- : 
wide walkouts such as those in the U. S. 
Strikes in the first seven months of this 
year cost Britain 1,164,000 working days, 
a slight improvement over last year. 
With the present scarcity of workers 
critical, a new burden is to be thrown on 
British labor as thousands of German 
prisoners of war begin returning home. 
The prisoners now in Britain are an im- 
portant factor in the nation’s labor forces 
and their repatriation, however slow, 
means that British workers will have to 
take over many essential but unattrac- 
tive jobs. ' 
@ Housing is running into frequent 
snags that not only delay building but 
make it difficult for workers to get into 
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other industrial jobs. Many workers are 
unable to move to sections of the country 
where their skills are needed because 
they cannot find homes for their families 
in the new neighborhoods. 

About 10,000 homes are being com- 
pleted each month, but half of these are 
temporary. Minister of Health Aneurin 
Bevan has announced a drive to finish all 
houses that have gotten far enough along 
to be ready for roofs. New houses will 
not be started until those under construc- 
tion are completed. Nearly 450,000 
houses are under construction or proj- 
ected. But another 300,000 will be 
needed if every British family is to have 
its own dwelling. 

Buildings taken over by the Govern- 
ment during the war are being returned 
to their owners to be made available for 
housing. Eighty-five per cent of the 
space requisitioned has been turned back 
thus far. 

Factory space also is being made avail- 
able by the Government to encourage 
industrial training and development of 
enterprises. Since the end of war, 256 
Government-owned factories have been 
allotted to private industry for training 
and research programs. 

@ Coal is the mainspring of Britain’s 
recovery program, and is causing the 
greatest concern. The fuel situation grows 
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out of the general labor problem. The 
mines now have a labor force of 699,000, 
as against 706,000 last year. Absentee- 
ism in the coal mines during August 
amounted to 15% per cent. 

Mine output probably will be 10,- 
000,000 tons less than Britain needs at 
home for this winter. Unless steps are 
taken immediately to speed up coal pro- 
duction and conservation, the coming 
shortage may force many plants to cur- 
tail operations. There is talk that the 
scarcity of coal may force 2,000,000 
workers out of their jobs in other 
industries. 

Other fuels may be used to some ex- 
tent to offset the coal deficit. A plan to 
save a million tons of coal a year by 
converting 1,200 locomotives into oil 
burners is under way. This, however, 
means importing more petroleum. 

Conservation programs for coal also 

are being set up to preserve the fuel for 
industrial production. There is talk of 
rationing electricity in homes this winter. 
The average British householder may 
find it hard to get coal for heating. 
@ Production troubles are reflected in 
the shortage of ordinary necessities that 
cannot be made because of emphasis on 
the export program. 

At home, clothing still is strictly ra- 
tioned. The output of woolens is only 72 
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per cent of the prewar rate, and that of 
other textiles 55 per cent. Shoe produc- 
tion is at a rate of 75 per cent of prewar 
levels. All sorts of household goods still 
are not being turned out in anything like 
sufficient quantities. 

Abroad, however, Britain’s production 
program is showing up in many items 
being built largely for export. Agricul- 
tural machinery is coming out of the 
factories at four times the volume it did 
before the war. Cranes and hoists are 
being produced in three times greater 
volume; locomotives, six times; radios, 
five times, and automobiles, double. 

Exports are above the prewar figures 
but must be pushed up another 75 per 
cent to pay for necessary imports. 

Wage earners, consequently, find little 

to buy with their money and little incen- 
tive for working longer and harder. 
@ Government efforts now are being 
concentrated on the idea of persuading 
employes to stay on the job and to do 
better work in order to get the things 
they want to buy. Officials are convinced 
that, if the man-power shortage and 
other problems can be overcome, the 
manufacture of consumer goods can get 
under way in force and make it possible 
to improve the living conditions of Brit- 
ons without impairing the flow of prod- 
ucts needed for exports. 





<gHELP IN RECOVERY DRIVE 
mee tecruits exhibit skill in filling labor gap to achieve goal of 10,000 homes a month 
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RETAINING OF WAR PRISONERS 


MAY IMPERIL FUTURE PEACE 


Pressures applied to speed release 
of 7,000,000, but many never will 


be returned to their homelands: 


Reported from LONDON, 
PARIS, BERLIN and TOKYO 


Pressures now are being applied 
to speed the release of more than 7,- 
000,000 Germans and Japanese still held 
by the Allies as prisoners of war. 

As a result, the repatriation of 
former Axis soldiers is to move a little 
faster, both in Europe and in the Far 
East. But it will be years before most of 
the prisoners are released, and many of 
them never will go home. Festering 
sores of revenge may develop out of the 
continued holding of POWs away from 
their homelands. National issues imperil- 
ing the peace could come out of the 
prisoner problem if left unsettled. 

Soldiers defeated in war are be- 
ing used by their victors as a cheap labor 
force to clean up the damage their armies 
caused and to rebuild the cities, roads, 
farms and factories they destroyed. 

These war prisoners are spread 

throughout the world and are being used 
in every kind of work. 
@ Imprisoned Germans are the biggest 
group. More than 5,000,000 remain in 
Allied hands 17 months after Germany’s 
surrender. 

Russia is keeping most of these Ger- 
man prisoners. The other Allies estimate 
that Russia captured 4,000,000 Germans 
in the war. The Russians are using Ger- 
mans on their farms and in their vine- 
yards. Released prisoners report work- 
ing 14 hours a day in mines and factories 
and living on slim rations. Conditions 
vary widely from place to place inside 
Russia but have improved in recent 
months. 

In France, there are 700,000 German 
prisoners who have little prospect of 
going home for several years. If France 
has her way, they will be kept indefi- 
nitely. More than 200,000 of them are 
working on farms, 55,000 in mines and 
30,000 in forests. Another 40,000 are 
building French homes and repairing 
factories. War prisoners are building 
dams and risking their lives destroying 
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mine fields and other German installa- 
tions of war. 

There are 25,000 Germans working in 
French North Africa and an equal num- 
ber in the French zone in Germany. The 
Germans are paid about 10 cents a day, 
but the Government charges the con- 
tractors who use them about a dollar. 

Britain is using Germans to relieve her 
labor shortage, to mine coal and to har- 
vest crops. Most of the 385,000 prisoners 
in England are working on farms. About 
35,000 are mining coal. The Air Ministry 
employs some 20,000, and 85,000 work 
as day laborers tearing down. air-raid 
shelters, clearing ground for new build- 
ings and cleaning up the debris left by 
five years of German bombing. As in 
France, the Government is making a 
profit on the work done by war prisoners. 

More than 100,000 German prisoners 
are held in the British zone in Germany, 
in Italy and in the Middle East, where 
they work for the Army. Other thousands 
are spread from Canada and the West 
Indies to Gibraltar, Malta, Africa and 
Australia. 

The U. S. has sent all but a handful 
of an original 380,000 German prisoners 
out of the country. About 500,000 Ger- 
man prisoners were handed over to the 
French, and 175,000, who were captured 
by the British but held in the U. S., were 
returned to Britain. 

The U.S. Army of Occupation in Ger- 
many still holds 160,000 German soldiers 
and another 40,000 are in U.S. hands in 
Italy and Austria. 

Other countries in Europe are using 
German prisoners to destroy pillboxes 
and mines left by the German Army. 
About 50,000 are working in Belgium 
and another 50,000 are in the Nether- 
lands, Scandinavia, Czechoslovakia and 
the Balkans. In the Netherlands, 25 per 


cent of the prisoners assigned to clearing 


mine fields and sweeping harbors were 


killed on their jobs. 


@ Japanese prisoners are being released 
faster than Germans. A million and a 
half still are waiting to go home, but 
their repatriation is being planned. In 
the meantime, they are working for all 
the Allied powers. 

Siberia is being developed by the Rus- 
sians with labor provided by Japanese 
prisoners captured in Manchuria. A new 
southern branch of the Transsiberian rail- 
road is the most ambitious project in 
Russia's Five Year Plan. Of the 1,000,000 
Japanese estimated to be under Russian 
control, more than half are in Siberia. 
The rest are on Sakhalin, in the Kurile 
Islands and in Northern Korea. 

In Southeast Asia, 100,000 Japanese 
still under British control are cleaning 
out sewers and canals, filling in as steve- 
dores during strikes, repairing docks, 
guarding oil refineries and building air- 
fields. About 20,000 are in the Nether- 
lands East Indies and the rest are in 
Malaya, Burma and Siam. 

In China, 400,000 Japanese prisoners 
of war are waiting to go home from 
Manchuria. About half are held by 
Chinese Nationalist troops and half by 
Chinese Communists. 

@ Efforts to hold prisoners have been 
made by most of the Allies. Under 
international law, prisoners of war are 
repatriated when the war is over. But 
technically World War II will not end 
until all peace treaties are signed. The 
victors want to take advantage of this to 
make the most use of their captive labor 
in a time of general labor shortage. 

Since early in the war, Russia insisted 
that Germans should be used to repair 
the damage and restore the facilities 
they destroyed. Allied discussions on the 
subject were held at Yalta. 

Russia wants peace treaties to be 
drafted so that the matter of repatriation 
will be left up to each power holding war 
prisoners. For example, Russia refuses 
to discuss the return of Finnish POWs of 
war, contending that this is Russia’s own 
business. This stand is bound to cause a 
controversy when the peace treaty with 
Germany comes up for discussion. 

Until recently, Lieut. Gen. Kuzma 
Derevyanko, the Russian representative 
on the Allied Council in Tokyo, refused 
to discuss the return of Japanese prisoners 
of war with the U.S. representative, 
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George Atcheson, Jr. None has been 
returned so far. 

France needs 5,000,000 immigrants 
to restore the kind of economy she had 
before the war and would like to have 
1,000,000 German prisoners of war to 
help with the job. When the time comes 
to repatriate Germans, France wants to 
release the prisoners and rehire them as 
civilian workers under supervision in the 


. hope that ultimately many Germans will 


remain in France. 

Prisoners have been held in Britain 
because of the great need for food and 
coal and because of the aanual expense 
of $300,000,000 needed to maintain the 
British zone in Germany. Unemployment 
in the British zone and a shortage of 
shipping have added to the delay in 
repatriation. In Singapore and in Burma, 
the British would like to keep the Japa- 
nese to restore port facilities and the rail- 
roads. 

@ Pressure to return prisoners of war 
has been applied by the U.S. and by 
leaders in other Allied countries. The 
U.S. has adhered more strictly to the 


UNITED STATES 


100,000 War Prisoners Held by Other Countries 


spirit of international law than any other 
power and is anxious to return all Ger- 
mans and Japanese to their own countries 
as soon as possible. The 200,000 Germans 
still held by the U.S. are to be released 
in the next two months. 

The Potsdam Agreement specifically 

provides for the immediate disarmament 
of Japanese forces and their return to 
Japan. The U.S. has just succeeded in 
persuading the Russians to begin re- 
patriating prisoners the Soviets hold in 
Asia. The U.S. is to press for quick 
return of Germans in preparing the final 
treaty of peace for Germany. 
@ A speed-up in returning prisoners of 
war has resulted from these pressures. 
In Britain, a new plan has been set up 
to return 15,000 prisoners of war to 
Germany each month. But, unless the 
schedule is increased, it will take three 
years to carry out the plan. 

Priority is to be given to Germans who 
show democratic tendencies, who are 
skilled workers and who have been held 
the longest. Japanese prisoners under 
British control in Asia are to be sent 
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home before the end of this year. About 
600,000 already have been returned 
from Southeast Asia. 

Within the last few months, Russia has 
begun to return prisoners to the Soviet 
zone in Germany. The program calls for 
sending home 120,000, and half of these 
are back already. The release was timed 
to make political capital for the Com- 
munist Party in local elections in Ger- 
many. 

In the Far East, Russia has agreed to 
repatriate from 17,000 to 25,000 Japa- 
nese prisoners a month from Siberia and 
Sakhalin. Further arrangements are to 
be made for the 100,000 Japanese still in 
Northern Korea. It probably will take five 
years to carry out Russia's new plan. 

The speed-up, however, still is not fast 
enough to get all the prisoners involved 
home within a minimum of five years. 
The future of the other prisoners of war 
not included in the new programs—the 
millions of Germans who are being used 
to rebuild Russia and France—will not be 
decided before the final peace treaty with 
Germany is signed. 
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PERON SEEKING GRIP 
ON ARGENTINE COURTS 


Impeachment of members of highest 
tribunal designed to give President 
domination over entire Government 


Reported from 
BUENOS AIRES 


President Juan D. Perén, who 
legally controls the executive and legis- 
lative branches of the Argentine Govern- 
ment, now is purging the judicial branch. 

This move takes the form of im- 
peachment proceedings against four of 
the five justices of the Supreme Court. If 
successful, it will open the way to the 
appointment of justices favorable to 
Perén, and thus will round out his con- 
trol of the Government. 

In deciding on impeachment, Peron 
abandoned an earlier proposal to “pack” 
the court by appointing five additional 
justices. 

Targets of the purge are court veterans 
who were appointed for life by earlier 
administrations, Chief Justice Roberto 
Repetto and Justices Antonio Sagarna, 
Benito Nazar Anchorena and Francisco 
Ramos Mejia. Exempted is Justice Tomas 
Casares, who was appointed by Peron’s 
predecessor, Gen. Edelmiro Farrell. 

Attorney General Juan Alvarez also is 
a defendant. He undertook to form a new 
government a year ago, when Peron was 
in temporary eclipse. 

@ Basic charge in the impeachment pro- 

ceedings is that the justices acted illegally 
when they recognized the de facto gov- 
ernments established by revolutions in 
1930 and 1943. 

The 1930 revolution placed Gen. José 
Uriburu in the Presidency and marked the 
beginning of a trend that its opponents 
branded as “Fascist.” Under the revolu- 
tionary regime of 1943, the successive 
Presidents were Generals Arturo Raw- 
son, Pedro P. Ramirez and Farrell. Perén 
himself helped to carry out that revolu- 
tion, and it opened the way to his even- 
tual election to the Presidency. During 
his presidential campaign he assailed the 
“decrepit old men of the Court,” and his 
associates foretold the present action. 

The four justices are charged also with 
obstructing the social program of the 
1943 revolutionary Government. 
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@ The proceedings were instituted in 
the Chamber of Deputies by Deputy 
Rodolfo Becker, acting on orders from 
Peron. After a spirited session lasting 18 
hours, the deputies voted for impeach- 
ment, 104 to 47. 

The case will be tried by the Senate. 
There, a two-thirds vote will be required 
to sustain the impeachment. Actually, 28 
of the 30 Senators are Perén men. 

Advocates of impeachment charge 
that the Court is the enemy of the workers 
and maintain that removal of justices is 
the exercise of a right that the Constitu- 
tion extends to majorities. 

The judicial arm of the Government, 
they charge, is suffering from “hyper- 
trophy.” One Deputy told the Chamber 
that “the judicial supremacy of capitalism 
and oligarchy are correlated terms in 
contemporary history, as seen by the ex- 
perience of the United States.” 
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Opponents of the proceedings char- 
acterize the impeachment as “an act of 
political vengeance.” Some say that the 
Court represents the traditionally con- 
servative classes and that it can be 
criticized for some of its actions, but that 
it is ridiculous to hold that recognition of 
de facto governments is ground for im- 
peachment. 

Defense lawyers charge that the ac- 
cusations are invalid, under the Argentine 
and European doctrine of recognizing 
de facto governments. At the trial, they 
propose to cite the precedent established 
after the revolution of 1865. At that time, 
the Supreme Court recognized the revolu- 
tionary Government on the grounds of 
maintenance of power, popular consent 
and the “right of victorious revolution.” 
The present Court based its recognition 
of the 1930 and 1943 revolutionary re- 
gimes on the same principles, plus the 
fact that the de facto officials took an 
oath to obey the Constitution. 

@ In effect neutralization of the Court 
already has been accomplished, although 
the date of the trial has not been set. 
The Supreme Court has decided to 
suspend all of its decisions until after the 
Senate announces its verdict. Lower 
courts still are functioning, but all ap- 
peals are being delayed. Thus the ju- 
diciary is not in full operation. 

In political circles in Argentina, it is 
agreed that the Senate will sustain the 
charges. Thus, the way will be cleared for 
passage and enforcement of any laws de- 
sired by the Perédn Administration, with- 
out the threat that they will be held 


unconstitutional. 


¥ 





ty! 


— Acme 


GEN. ARTURO RAWSON 


Supreme Court faces purge for recognizing their revolutionary governments 
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NEW ZEALAND VOTERS WEIGH 
SHIFT FROM STATE CONTROL 


Labor Government is facing its severest 


test in 11 years of social experiments. 
Industrialization program is at stake 


The Labor Government of New 
Zealand is facing the most severe test 
of its Ll years of social experiments. 

Next month’s general election 
may be the closest since Labor came 
to power. The future of industrial na- 
tionalization and other phases of the 
planned economy that began with the 
Empire’s oldest Socialist Government 
may hinge on the outcome. The Labor 
Government's own plans to industrialize 
iron and steel are at stake. 

The National (opposition) party pins 
its hopes on the trend of by-elections, 
which have shown the public to be less 
favorably inclined toward the Labor 
Government. The Nationals in the last 
year won two seats and Labor’s lone vic- 
tory was in a district where its margin 
was much smaller than usual. 

@ Labor offers an eight-point program 
built around more industrial nationaliza- 
tion, establishment and development of 
secondary industries and continuance of 
mport controls to protect home industries. 

Increased financial aid and revision of 
existing price-control machinery is prom- 
ised private industry. Taxes have been 
cut this year, and another reduction is 
expected when the election draws nearer. 

Labor’s 1946 platform proposes the 
setting up of a state-owned iron and steel 
works and state pulp and paper mills. 

New secondary industries, privately 
owned, which the Government wants de- 
veloped include the manufacture of civil 
aircraft, assembly of United Kingdom 
automobiles and manufacture of rubber 
tires. An American rubber company is 
one of three tire firms invited to build 
factories in New Zealand. 

Social security from the “cradle to the 
grave’ has been one of the slogans of the 
Labor Party. The Administration went so 
far as to enact an emergency provision 
that made possible financial assistance to 
any person in need and help and unable 
to qualify under any other provision of 
the Social Security Act. 
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PREMIER FRASER 
Election will chart future 


Organized labor has thrived under the 
existing Government. Workers have won 
a five-day, 40-hour week, and minimum 
wages have been increased. Jobs are plen- 
tiful and strikes are rare. 

@ Opposition program is not so clear 
cut. 

The National Party’s platform advo- 
cates private ownership against what it 
terms the “ultimate socialism of the pres- 
ent Government.” The party doesn’t op- 
pose new industries, but is against giving 
them protection, arguing it would be at 
the expense of efficiency and cause in- 
creased prices for consumer goods. 

The Nationalists would revise or elimi- 
nate the marketing of exports by the 
state. A return to private marketing is 
sought mainly by the farmers, who want 
higher prices for their beef, mutton, 
cheese and butter, of which there is a 
world shortage. 

Conservative elements oppose the Gov- 


ernment’s recent nationalization of the 
Bank of New Zealand and are critical of 
the current shortage of consumer goods. 

The National Party has agreed to pre- 

serve the gains made by workers under 
the Government of Prime Minister Peter 
Fraser. Its leaders are aware of the ex- 
isting labor shortage, so, if victorious, can 
be expected to concentrate on increasing 
production before agreeing to any further 
reduction in working hours. 
@ Minorities, while they will win few, 
if anv, seats, may split the Labor vote 
enough to put the Nationals into office. 
Labor has refused to co-operate with the 
Communists and the Democratic Labor 
Party. The Communists are offering three 
candidates, and, while it is unlikely that 
any of them will win, they will draw more 
votes from Labor than from the conserva- 
tives. The Democratic Laborites have 
some strong candidates who are concen- 
trating on the veterans vote, and, if any 
are elected, they might work out a coali- 
tion with the Nationals. 

At the present time: Labor holds 45 
out of the 80 seats in the all-important 
lower house of Parliament. The Nationals 
have 34 and independents one. 

For the coming election, the country’s 

voting districts have been redistributed. 
There has been a shift from rural to urban 
that will help Labor. As an example, 
Auckland, the No. 1 city and a Labor 
stronghold, has gained three seats. 
@ Personalities can influence elections, 
especially in a country with a population 
of only 1,636,230. Here, Labor excels, 
since it has in its ranks two world figures, 
Prime Minister Fraser, who has attended 
several world conferences, including the 
one at San Francisco, and Walter Nash, 
Finance Minister and Deputy Prime Min- 
ister, who is a familiar personage at inter- 
national and Empire conferences and was 
New Zealand’s first Minister to Washing- 
ton. 

Opposition to the Labor Government 
may be the strongest since it took office, 
but it remains to be seen on November 27 
just how many voters want a change. If 
the people do vote in a new government, 
New Zealand will make no rapid plunge 
to the right. Much of Labor’s legislation 
will be retained, but there will be a shift 
toward increased free enterprise and re- 
laxation of governmental controls. 
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ENMITY TOWARD GREECE REVIVES 
POSSIBILITY OF SOUTH SLAV UNION 


Federation of Albania, Yugoslavia 
and Bulgaria would create powerful 
pro-Soviet economic, political bloc 


Reported from PARIS 
and WASHINGTON 


Border disputes between Greece 
and her three Northern neighbors, 
which are flaring into violence, are re- 
newing the possibility that Bulgaria, 
Yugoslavia and Albania may unite in a 
South Slav Federation under Soviet 
sponsorship. 

Greece charges that Albania and 
Yugoslavia are aiding armed bands in 
Greek Macedonia. Russia charges that 
Greek troops are carrying out forays into 
Albania. 

This conflict may prompt Bul- 
garia, Yugoslavia and Albania to com- 
bine their territorial claims against 
Greece by forming a federal union. This 
would create a nation of 24 million peo- 
ple stretching from the Black Sea to the 
Adriatic and isolate Greece from Central 
Europe. 

Legally, nothing stands in the way of 

a federation of the Balkan states. The 
last obstacle was removed recently when 
Bulgarians, following the example of 
Yugoslavia and Albania, voted out their 
monarchy and proclaimed a People’s 
Republic. 
@ Benefits to each of the three Balkan 
partners would be important should they 
federate. An old border dispute, which 
once led to bloody clashes between Bul- 
garia and Yugoslavia, would be recon- 
ciled by combining the Macedonian 
population of both countries into a single 
Macedonian state with equal position in 
the federation. 

Territories in dispute with other 
countries would face pressure from one 
big Slav nation instead of three small 
ones. Greece’s desire for Albania’s North- 
ern Epirus area and Bulgaria's Rhodope 
Mountains would meet united opposition. 

Combined backing of all three coun- 
tries would be given to Bulgaria’s de- 
mands on Greece for Western Thrace, 
and Yugoslavia’s claims to Greek Mace- 
donia, Austrian Klagenfurt and Italian 
Trieste. Western opposition makes 
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achievement of these ambitions unlikely 
now, despite Russian backing. But Balkan 
states, in their fierce nationalism, rarely 
have given up territorial claims because 
ol big-power opposition. 

Economically, the three partners 
would reinforce each other. All three are 
predominantly agricultural. Four out of 
five Bulgars and seven out of ten Yugo- 
slavs are engaged in farming or forestry. 

Russia, herself an exporter of raw ma- 
terials and an importer of manufactures, 
cannot meet Balkan needs. Yugoslavia, 
as a result, already has signed trade 
agreements with France, Belgium, the 
Netherlands and Czechoslovakia, as well 
as with Russia, Poland and Romania. 
Bulgaria has signed agreements with 
Poland, Russia, Czechoslovakia and Ro- 
mania and is negotiating with Italy, 
France, Sweden, Switzerland and Austria. 

In federation, the South Slav states 





BULGARIA’S DIMITROV 
: Will they see eye to eye on a Greater Slav state? 


no longer would compete with one an- 
other and might get better trade terms 
from the West. In addition, Yugoslavia 
would benefit from the sale of Bulgaria’s 
important tobacco crop, while Bulgaria 
would gain from Yugoslavia’s exports of 
lumber, copper, chrome and _ bauxite. 
Grain and other farm products, which 
make up 35 per cent of Yugoslav and 
50 per cent of Bulgarian exports, could 
be pooled for barter abroad. 

Politically, federation would be pop- 

ular with most Bulgarians, Yugoslavs and 
Albanians. Political parties from the Com- 
munists to the extreme right favor Slav 
unity. Serbians would be the main dissi- 
dent element. 
@ Obstacles to Balkan federation are 
great, however. Despite the power of 
the Greater Slavian idea, regional loyalties 
remain strong. Yugoslavia, since her for- 
mation after World War I, has been torn 
by internal dissensions and the inflamed 
nationalism of Serbs, Croats, Slovenes 
and Macedonians. 

Success of the federation would de- 
pend in large part upon the degree of 
regional autonomy permitted. Soviet Rus- 
sia's program of cultural autonomy for 
her diverse nationalities has been highly 
successful, but it remains to be seen 
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whether this would satisfy Balkan nation- 
alists in the face of the centralized eco- 
nomic and political life favored by the 
Communist-led Governments of Bulgaria, 
Yugoslavia and Albania. 7 

Rivalry between Yugoslavia’s Commu- 
nist chief, Marshal Tito, and the leader 
of Bulgaria’s Communists, Georgi Dimi- 
trov, also may create difficulties. 

The main obstacles to the Slav union, 
however, would be the opposition of 
the U.S. and Great Britain as well as 
that of the other nations of Southeastern 
Europe. 

In Britain, fears are expressed that a 
Balkan federation would be a Soviet 
pawn. Although the Balkan territorial 
claims primarily are national in origin 
and are supported by noncommunists, 
the Western powers view them in rela- 
tion to Soviet policy. 

Czarist Russia used the Pan-Slav move- 
ment and penetration of the Balkans as 
a means of pressure against the Turkish 
Empire to achieve control of the Darda- 
nelles. Just as today, Britain opposed this 
drive throughout the 19th century. 

The U. S. now is backing Britain in 
her efforts to keep Russia out of the 
Mediterranean and might also oppose the 
Balkan federation on economic grounds. 

Thomas Hawkins, staff correspondent 
of World Repart, cables from Paris that 
“this is one of the most delicate issues of 
the Peace Conference, since the Western 


powers are fighting for free economic 
privileges inthe Balkan areas. Federa- 
tion, if it should result, almost certainly 
would mean a full swerve by the Slavic 
countries into the Russian sphere of 
influence.” 

The non-Slav countries of South- 
eastern Europe have sought for years to 
find a basis for a Danubian federation 
that would strengthen them economically 
and aid them in resisting big-power pres- 
sure. But, as always, they would oppose 
today the formation of a federation that 
would exclude them. 

Austria, Hungary, Italy, Greece and 
Turkey, countries that border and almost 
surround the South Slav states, fear that 
the federation would support Moscow's 
efforts to bring them into the Soviet 
sphere. They believe that a Yugoslavian- 
Bulgarian-Albanian union might be 
joined by Romania and form alliances 
with Czechoslovakia and Poland. This 
solid front would put them at a disad- 
vantage in territorial disputes. 

Russia denies that she is trying to 
dominate the Balkans and insists that she 
is seeking only to protect them from West- 
ern penetration and economic control. 

Before the war, half the capital in the 
industries of Southeastern Europe, in- 
cluding Hungary, was owned by outside 
investors. About 72 per cent of Yugo- 
slavia’s national debt and 62 per cent 
of Bulgaria’s indebtedness were held 


Copyright, 1946, by World Report 


abroad. Economic control and _ political 
pressure went hand in hand. 

@ Big-power disputes over the Balkans 
may result in the formation of two hostile 
blocs, one backed by Russia and the other 
supported by the Western nations. If 
Bulgaria, Yugoslavia and Albania com- 
bine under Russian sponsorship, the U. S. 
and Britain may encourage alliances 
among Greece, Turkey, Italy, Austria 
and Hungary, all of whom are receiving 
Western backing in their disputes with 
Russia. 

Moves of one bloc against the other 
could produce chaos in Southeastern 
Europe, as in the periods before both 
world wars, when the Balkans were known 
as the “powder keg” of Europe. Already 
Russian seizure of Danubian shipping 
companies has resulted in American sei- 
zure of 700 river vessels, and trade along 
Europe's important artery of commerce 
is stagnating. 

Now, Russia's pressure on Austria for 
economic concessions is being countered 
by British advocacy of a customs union 
between Austria and Italy. Turkey is 
supporting Greece's resistance to Bul- 
garian territorial demands. 

If the struggle between Russia and 
the West splits Southeastern Europe into 
two rival blocs, political and economic 
warfare may continue in the Balkans for 
years after the peace treaties are written 
at Paris. 
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BRITAIN IS CHALLENGING U. S. 
FOR DOMINANCE OF AIRWAYS 


Reconversion to manufacture of 
commercial planes is speeded up. 
Competition leading to faster service 


Reported from LONDON 
and WASHINGTON 


Great Britain is rushing the re- 
conversion of her aviation industry from 
war production to challenge the United 
States for air supremacy in the peace- 
time world. 

Air liners are being turned out 
now by British factories that produced 
nothing but bombers during the war. Al- 
though British air lines now fly the 
Atlantic with American planes, new 
models built in Britain will compete soon 
with the sky liners of the United States. 

Both Britain and the United States 
are building planes that will carry more 
passengers farther and faster than any 
types flown today. An indication of the 
standing in the race for commercial air 
supremacy is shown in the competition 
for passenger trade over the North At- 
lantic, dominated by United States lines. 

Today the fastest planes crossing the 
Atlantic have schedules that require 
average speeds of more than 220 miles 
an hour from New York to London. With 
prevailing winds from the west, this 
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speed often is exceeded, putting London 
only 14 hours flying time from New York. 

In the next few years, aviation experts 
predict, the flying time between New 
York and London for commercial aircraft 
will be reduced to seven hours or less 
with planes capable of speeds of 500 
miles an hour. 

Within a decade, it is possible that 
engineers will have solved the problems 
involved in flying faster than sound. 
When that time comes, planes resembling 
a cross between a flying wing and a 
rocket will make the London-to-New 
York flight in two and a half or three 
hours. 

Some day in the future, scientists pre- 
dict that passenger-carrying rockets will 
put London and New York within a busi- 
nessman’s commuting distance, making 
the flight in one hour or less at altitudes 
of 150 miles. This possibility, however, 
does not play any part in the plans of 
British and American aircraft manufac- 
turers for the immediate future. 


@ What Britain is building today are air- 

craft designed to fly at speeds up to 500 
miles an hour, at altitudes of 30,000 to 
40,000 feet. These planes, which prob- 
ably will not be seen extensively on the 
world’s airways for another year or two, 
will be powered by gas-turbine engines, 
driving propellers. 

British manufacturers of aircraft are 
concentrating principally on three main 
types of commercial aircraft. These are 
the planes they are counting on to cap- 
ture a large share of the world’s pas- 
senger and freight traffic moving by air. 

Twin-engine planes powered by jet 
engines now are being built that will 
carry from 20 to 30 passengers at speeds 
of 400 miles an hour. They may go into 
operation next year. These aircraft, which 
will be the first commercial planes that 
are purely jet-propelled, are designed pri- 
marily for high-speed traffic between 
Europe’s principal cities. Commercial 
travelers and tourists from London will 
be able to reach Berlin in two hours; 
Moscow in four. 

Four-engine air liners, with speeds 
estimated at 350 miles an hour or more, 
are being constructed now in British fac- 
tories. Built to carry 65 passengers, these 
aircraft are designed to compete with 
American planes on flights across the 
Atlantic and Pacific. Such new air liners 
will be equipped with pressurized cabins 
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for high altitudes. The four engines are 
to be gas turbines driving propellers. 
Experiments now are being conducted 
with planes carrying two engines with 
propellers and two engines with jets. 

Flying wings also play a part in 
Britain’s air plans. British engineers have 
designed a flying wing weighing 95 
tons and powered by four jet engines. 
This plane is to fly more than 600 
miles an hour and carry passengers 
from London to New York in less than 
seven hours. 

In addition, the air fleet for British 

commerce will include improved types 
of flying boats. International routes of 
British lines are largely over water. Con- 
sideration also has to be given to the long 
runways needed for the large planes now 
being built. In the limited area of Eng- 
land, flying boats are considered an 
answer to this problem. 
@ Britain’s hope of capturing air su- 
premacy with these new planes rests 
solely on the gas-turbine engine. This new 
type can drive a plane by jet propulsion 
or by propellers. A recent order of the 
British Government stopped all produc- 
tion of conventional-type engines so that 
full facilities of the aircraft industry can 
be devoted to the development of the 
gas-turbine and jet engine. 

British engineers believe that the gas 
turbine eventually will replace all present 
engines. Current models give greater 
power for less weight, an important fac- 
tor in application of the engine to com- 
mercial flying. The gas-turbine engines 
that recently powered British jet fighters 
to a world’s record of 616 miles an hour 
generate 8 horsepower for each pound 
of weight. The maximum efficiency be- 
lieved possible in a piston-driven engine 
is one horsepower per pound. 

The principal disadvantage of the gas 
turbine is the high rate of fuel consump- 
tion. Current models use about twice as 
much fuel as conventional ones. As a 
result of this factor, the turbine air liner, 
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to be profitable, must fly very high and 
very fast. The success of these planes 
depends to a large degree on how much 
passengers are willing to pay to save 
time. 

These new planes of the British already 

have attracted the attention of world 
buyers. The gas turbine will be produced 
under British license in France, Sweden 
and China. An American company also 
may commence manufacturing the tur- 
bines in the near future. Many other 
countries are buying complete British 
aircraft. These include not only British 
Dominions but European countries inter- 
ested in both military and commercial 
models. Britain is outselling the U.S. in 
Latin-American countries. The Argentine 
National Air Lines recently placed orders 
for six of the latest British commercial 
air liners. 
q U. S. aircraft, for the immediate 
future, are not to be converted from 
piston-type engines to the gas turbine. 
Most of the giant air liners now being 
produced are built for the conventional 
engine. These planes, which will start 
appearing on the air lines only in the 
next year or two, represent an investment 
of many millions of dollars by the avia- 
tion industry. Until the purchasers amor- 
tize these air liners in six or seven years, 
it is not probable that the gas turbine 
will be used extensively in U.S. com- 
mercial aircraft. 

American manufacturers, however, al- 
ready are building and experimenting 
with commercial models powered by the 
new type of engines. In the meantime, 
they are confident that the United States 
will maintain her superiority on the 
world’s air ways. One of the bases for 
this belief is the present American lead 
in the design of aircraft. 

The following are the types of planes 
the U.S. will rely upon to keep her 
supremacy in the air: 

Four-engine planes play a large part 
in U.S. plans for keeping ahead. These 
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aircraft are designed for speeds exceed- 
ing, in some cases, 400 miles an hour. 
Passenger capacity of planes now being 
built in the United States for international 
traffic range from 46 to 180. 

Six engines, used as pushers, may 
drive one new U.S. air liner to interna- 
tional records. This plane will carry as 
many as 400 passengers. It has a range of 
10,000 miles. 

Flying boats also are being built by 
U.S. manufacturers. Some of these air- 
craft, used by the Navy during the war, 
are being developed for commercial 
application. 

Research on a flying-wing type of air- 
craft is being undertaken in the U.S. 
The future of this design will be deter- 
mined largely by current experiments in 
attempting to fly faster than sound. 

American manufacturers believe that 
these planes will match or exceed the 
performance of the first models of gas 
turbines made by the British. However, 
both British and American designers are 
planning more advanced types that will 
fly at speeds exceeding that of sound. 
While aircraft already have approximated 
the speed of sound—770 miles an hour 
at normal temperatures, or 660 miles an 
hour in the stratosphere—little is known 
about ways to counteract the effect of 
the shock waves encountered at such 
speeds. 

U. S. experiments in crossing the sound 
barrier soon may produce valuable infor- 
mation. A rocket-powered aircraft will 
attempt to crack the sonic barrier at an 
altitude of 70,000 to 80,000 feet. To 
reach this height, the plane will be 
launched from a B-29 at half that height. 

If these experiments are successful, 
the way may be paved for 1,000-mile- 
an-hour flights by commercial planes that 
will put any point on the globe only 12 
hours away. Until the sonic barrier is 
crossed successfully, air passengers for 
the next few years will travel at speeds 
of 500 to 600 miles an hour. 
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BRAZILIAN COMMUNIST OUTLINES 
PARTY POLICY IN LATIN AMERICA 


Objective now is social evolution, 
not dictatorship of the proletariat, 
leader says in exclusive interview 


Reported from 
RIO DE JANEIRO 


‘ The “party line” followed by 
Latin-American Communists is set forth 
by Luiz Carlos Prestes, party chief in 
Brazil, in an exclusive interview at Rio 
de Janeiro with Bernard S. Redmont, 
staff correspondent of WORLD REPORT. 

Prestes represents himself as 
speaking only for the Brazilian Com- 
munist Party, the largest in Latin 
America. But he is in-close touch with 
party leaders in other Latin-American 
countries, and the views he expresses 
conform with those of other Communists 
in the Western Hemisphere. 

A former officer in the Brazilian Army, 
Prestes left the country after becoming 
involved in a revolution in 1926. He 
eventually spent several years in Russia. 
In 1935, after his return to Brazil, he 
was jailed by President Getulio Vargas 
for attempting a coup d état. 

Released last year, Prestes quickly 
built up a party following that polled 
one tenth of the votes in the general 
election last November and sent him 
to the Senate. 

The interview: 

@ Third World War. Q. Do you believe 
a third World War is inevitable? How 
can we prevent it? 

A.I emphatically do not believe a 
third World War is inevitable. I believe 
that, as long as democracy continues to 
exist in the United States, a lasting peace 
is possible. 

If the people had organized and acted 
at the right time before the last war, 
it could have been prevented. And now 
the forces of democracy are much stronger 
than they were then. The people of 
Europe have their destinies in their own 
hands. They have established popular, 
democratic governments. The colonial 
peoples now are fighting for their eman- 
cipation, especially in Asia. Working 
peoples have their free trade unions, and 
they have their World Federation of 
Trade Unions. 
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No, it won't be easy for governments 
to take people into another war. 

One of the greatest dangers to peace 
is the Franco regime in Spain. The U. S. 
Government is playing with fire when 
it does not take action against Franco 
and against Salazar, in Portugal, and 
other Fascists. General MacArthur’s pol- 
icy in Japan, also, is not the best possible. 
Fascism is still strong. 

Q. What do you say to those who are 
being told that Russia and world com- 
munism represent the greatest menace 
today? 

A. I don’t believe in the “red peril.” 
There is no such thing. The U.S. S. R. 
is the greatest force for peace in the 
world. The Communist parties, every- 
where in the world, are fighting for the 
peaceful solution of the inevitable diver- 
gencies and differences that crop up. In 
no country are the Communist parties 
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Brazilian Communist leader Prestes 
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fighting today for the dictatorship of the} ?* 
proletariat, or even for an immedi 
social revolution. 

Even in countries where they hay 
received the most votes over all othe 
parties—like Czechoslovakia—they ha 
organized representative government) 
coalition governments. ' 

The aim of the Communists is simply 
the solution of the immediate problemg 
of the people—in other words, simply 
progress—in all countries of the world 

@ Attitude toward U.S. Q. How d 
you explain the change in attitude of the 
Communist parties from a_ pro-U.§, 
pelicy to their present anti-U. S. policy? 

A. We Communists don’t have ag 
anti-U. S. policy. Nor do we have a pro 
U. S.eattitude, as such. We fought hard 
in favor of the Good Neighbor policy| 
promulgated by President Franklin D, 
Roosevelt, and especially in favor of his 
policies for the defeat of nazism and 
fascism. 

We are convinced that the people of 
the U.S. do not desire the exploitation 
of other peoples; also that they dont 
want war. 

Because the U.S. is a capitalist coun 
try, it contains certain reactionary groups. 
This element, with the downfall of the 
Nazis, has now come up strongly, and ig 
currently exercising a powerful influence 
over the Government and orienting all 
its aggressive tendencies. 

For example, in China it takes the 
form of open and unjustified interven- 
tion. The U.S. attitude toward Yugo- 
slavia is clearly offensive. And why 
doesn’t the U.S. abandon its bases in 
Brazil? 

We oppose the so-called Truman plan 
for militarization of the Western Hemi- 
sphere, because it would simply be sub- 
mission of all the Latin-American coun- 
tries to the General Staff of the U.S. 

Q. How strong is the Communist 
Party in Brazil? ‘ 

A. In the last election, our candidate 
received 600,000 votes. At our Third 
National Convention, in July, we had 
130,000 members registered. That’s very 
few members for Brazil's population. But 
it’s a great deal when you realize that 
in May of 1945 we had only 4,000. And 
in 1943, when we had to function ille~ 
gally, we had only 800 members. 4 
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We're growing fast now. And not only 
in Rio de Janeiro. In Sao Paulo and other 
cities, and on the farms. Some of our 
country’s leading intellectuals have joined 
the party—top journalists, writers, scien- 
tists, scholars, musicians. 

Q. How strong are the Communists 
in other Latin-American countries? 

A. Well, in Cuba the Popular Socialist 


Party, which is a union of the Communist 


Party with others, has 40,000. There are 
about 25,000 in Mexico, some 50,000 in 
Chile, about 30,000 in Argentina. 

Q. Why is the Communist Party com- 
paratively smaller in Argentina, which is 
more industrialized than most? 

A. I don’t know; one would have to 
know Argentina. I think now the Com- 
munist Party in Argentina will grow, 
now that it can function freely. 

Before, Communists in Argentina suf- 
fered from the demagogy of Perén. Now, 
we must realize that Peron has great 
influence among the working people. We 
must be practical realists. 

Vargas was bad, too, but he had great 

popular influence. We must not insult 
the people. If the people are wrong, v.c 
must be with them, we must patiently 
explain our point of view, help along 
with their political education. It is the 
same in Argentina. 
@ Outside links. Q. What links and 
contacts does your party have with other 
Communist parties in Latin America and 
with Russia? 

A. We have no organic relations 
whatsoever, either in this Hemisphere 
or abroad. Of course, we have fraternal 
and sympathetic bonds with our brother 
parties. But, when the Comintern dis- 
solved itself in May of 1943, it recog- 
nized a historic fact. It wasn’t a maneu- 
ver or a trick. 

Each party is independent. There is 
a different problem in each country. It 
cannot be solved from abroad. The solu- 
tion depends on the specific circum- 
stances in each country. The Comintern 
was the center for exchanging ideas and 
experiences. But it’s difficult to give ad- 
vice on the widely differing situations 
in each country. 

Now, the Communist parties have dif- 

fering policies in different places. The 
Communists in Yugoslavia and in Italy 
have differing positions, and in Italy and 
France. And here, too, our Brazilian 
party differs in some points with the 
Argentine. 
@ Riots “provoked.” Q. Do you believe 
that. the recent riots and smashing of 
shops in protest against the high cost of 
living in Brazil had an economic basis 
or were political in origin? 

A. There is plenty of discontent in 
Brazil—mizery, hunger. Popular discon- 
tent with the economic situation is great. 
There is the basic foundation, the ex- 
plosive matter, for popular uprisings. 
But, in my opinion, the uprisings at the 
end of August were not at all spontane- 
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ous. I believe they were provoked by 
the police, with forethought. 

The Integralists, whose chief has just 
come back to our country, and police 
agents helped ‘the situation along. We 
know that the police are working hand 
in hand with the Integralists. Their aim 
is to create a provocation against our 
party. 

I want to make this as clear as I can: 
Our party believes in order and tran- 
quility. We want to solve all problems 
in a peaceful and orderly manner. 

The protests against the action against 
our party have been tremendous all over 
the country. The people want a demo- 
cratic policy. Even in the Constituent 
Assembly, unanimously, legislators pro- 
tested the police action in arresting many 
of our leaders, and they were released. 

Q. Do you think all this means prep- 
aration for a coup d état? 

A. Yes, surely. Some people would 
like to carry out a coup and end democ- 
racy in Brazil. 'm sure you have heard 
the reports that Fascist-minded men 
would like to re-establish a dictatorship. 
@ Fighting feudalism. Q. Does your 
party favor the establishment of socialism 
or communism immediately in Brazil? 

A. Absolutely, no. We believe in so- 
cialism, of course, but not socialism now. 
Brazil is a backward country, as are the 
other countries of Latin America. Com- 
munists are not fighting capitalism now; 
they are fighting feudalism. 

We are not opposed to foreign capital. 
We are in favor of the rapid industrializa- 
tion of our country. We are only against 
that type of foreign capital which is 
against our country, which tries to ex- 
ploit us. Our most pressing need is agrar- 
ian reform. 

Q. What needs to be done to solve 
Brazil's economic crisis immediatély? 

A. Our inflation really began in 1937, 


under the dictatorship. We had a tremen- 
dous national deficit. With the increase 
in industry, prices went up tremendously 
without increasing salaries. The paper 
money the Government printed to cover 
the deficits accumulated in the hands of 
the industrialists, not the working people, 
and this gave rise to speculation. 

We say you cannot go now from 
inflation to sharp deflation. We Commu- 
nists are in favor of increased production 
of fundamental goods and of orienting 
our bank credit toward the most needed 
types of production. We need to stimu- 
late the production of consumer goods, 
and especially of food. 

Our transport is in terrible shape. In 
addition to getting transport equipment, 
we need to produce close to the urban 
centers. We favor dividing up and dis- 
tributing land around these centers which 
is not now being used at all or badly 
utilized—giving the land free to farmers. 

Q. Does your party favor coalition 
with any other parties, and, if so, on 
what basis? 

A. We have offered the hand of co- 
operation to all parties, without distinc- 
tion, who want to defend democracy 
in Brazil. That is our program. Up until 
now, they have refused this hand. 

Q. What about Vargas? 

A. As you know, we have many things 
against Getulio Vargas. He persecuted 
our party a great deal. I was imprisoned 
many years under his dictatorship. But 
we supported his Government in order 
to keep order in the nation, to prevent 
coups d état, and to hold elections and 
bring democracy. Now, there is legality 
for our party and other parties. The basis 
on which we will enter into any coalition 
is defense of complete democracy. 

Q. What do you think of the new 
Constitution? 

A. The Constitution may not be ex- 
actly what we would have desired, but 
it is a great step forward, and we will 
support it. It is a basis for democratic 
progress. It takes away from the Execu- 
tive the power to rule by decree; now 
Congress will make the laws. 

Also, the Constitution guarantees dem- 
ocratic and individual rights. And _ it 
opens the door for social legislation—the 
eight-hour day, for example, and equal 
wages for equal work, one day’s rest each 
week, and vacations. 

Q. Will Brazilian labor be free to or- 
ganize now? 

A. Yes, the Constitution guarantees 
this right, also the right of federation and 
affiliation. In fact, labor is already or- 
ganized. Our MUT, the Movement for 
Labor Unification, despite much persecu- 
tion, is now going along. We are holding 
an organization convention for one big 
labor federation. When President Dutra 
took office, the Chief of Police on his own 
declared the MUT illegal, but now we 
hope that President Dutra himself will 
inaugurate the MUT convention. 
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LACK OF SPARE PARTS RETARDS 
OUTPUT OF FARM AND FACTORY 


Machines of German make are idle 
all over world due to unavailability 
of replacements needed for their use 


Reported from BERLIN, MANILA, 
SHANGHAI and NEW YORK 


Lack of spare parts for machinery 
repairs and replacements is holding back 
factory and farm production all over the 
world. Transportation has broken down 
in many countries because missing pieces 
make vehicles unserviceable. 

Coming on top of the waste and 
damage of war, the dislocation in the 
supply of parts to keep machines in op- 
erating condition is developing into a 
serious threat to reconstruction and re- 
covery. In many cases, entirely new 
equipment is being ordered because of 
inability to get needed parts. 

Machines of German manufacture are 
lying idle in Europe, the Far East and 
South America because there are no parts 
with which to repair them. Much of this 
equipment never will be reclaimed be- 
cause of destruction of drawings and 
patents when whole factories were de- 


molished by bombs. 


American machine makers are too busy 
filling domestic orders now to offer much 
help elsewhere. The demand for parts 
would give them a lush market if 
they had precise measurements of neces- 
sary fittings and time to install and test 
them. 

The practice of dismantling one ma- 
chine to repair others has been providing 
some relief, but already the possibilities 
of this device are reaching their limits. 
Mechanics around the world learned 
how to “cannibalize” vehicles and other 
equipment by watching engineers and 
Seabees at U.S. Army and Navy bases. 

Now they are stymied in making 
further use of this procedure on surpluses 
left behind by the American forces. 
Reason is that pressure of combat deliv- 
eries caused many crates to be left un- 


_ marked and inventories to be ignored. So 


today thousands of valuable spare parts 
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DUTCH MACHINERY PRODUCTION HELD UP 
Return to postwar economy is hampered 
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are not in use simply because their 
owners don’t know they have them. 

@ Europe is hardest hit by the shortage 
of parts. Widespread use of German ma- 
chines in European industry, especially 
in countries neighboring the Reich, has 
left a hole that will take some time to 
fill. Factory output is delayed, harvests 
are being held up and transport is 
crippled. The difficulty is probably sec- 
ond only to the shortage of coal in im- 
peding recovery in Europe. 

Machines were the biggest item on 
Germany's list of exports between the 
world wars. Total production, for home 
use and sale abroad, was built up to a 
value of 4,200,000,000 reichsmarks in 
1929, fell off during the depression and 
then set a record high of 4,500,000,000 
reichsmarks in 1937. And the makers of 
German machines, to maintain their busi- 
ness in other countries, were careful to 
keep their customers well supplied with 
spare parts. Now these parts are gone and 
can't be replaced. 

An additional difficulty today is that 
approximately half the production of 
German machinery was located in what 
is now the Russian zone of occupation. 
This makes an appreciable cut in pros- 
pects for factory rehabilitation to produce 
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WORN EQUIPMENT LIMITS GERMAN OUTPUT 
the world over by lack of replacements 
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parts for Western Europe. Russia is 
holding all output for her own needs in 
the Soviet Union or in areas she now 
controls. 

Germany's internal economy is in a 
bad way, too, as a result of the scarcity of 
machine parts to replace worn and broken 
pieces. Production is limited both by the 
physical state of plant facilities and re- 
strictions of occupation authorities. 

Hundreds of cars lie by the roadside 


‘in Germany for want of parts. Repaired, 


they could be put into service by local 
officials to help haul crops to market. 
Without them, some of the harvest is 
spoiling on farms while food for the big 
cities is imported from outside. 

Holland is hamstrung seriously by in- 
ability to get spare parts from Germany. 
About half the industrial equipment in 
the Netherlands is of German manufac- 
ture. Factories where those machines are 
installed are in urgent need of forgings, 
castings, axles, wheels, springs and other 
parts. 

The Dutch have asked for a chance to 
draw on current production in Germany 
for some of those parts, but so far have 
met with little success in talks with 
Allied occupation authorities. 

Belgium is not quite so badly off as 
the Netherlands. While the Belgians had 
been using many machines made in Ger- 
many, they also had developed a machine 
industry of substantial size before the 
war. 

Norway has been forced to make some 
replacements at home for her German 
machines, but this is an uneconomical 
process. Many Norwegians openly ex- 
press the belief that restoration of Ger- 
many as a producer is essential to 
Europe's revival. 

@ The Far East is feeling the shortage 
of spare parts, too. Some sugar mills 
have been forced to shut down com- 
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“CANNIBALIZING” IS A LAST RESORT 


pletely. Gold-mining equipment in the 
Philippines has been reduced to a mini- 
mum by the lack of repairs and replace- 
ments. And, in Malaya, the Netherlands 
East Indies and Siam, dredges used in tin 
mining can't resume operation because 
minor pieces are missing. 

Lesser activities also are cramped by 
the scarcity. Frank Hewlett, staff cor- 
respondent for World Report, gives this 
analysis of the situation in the Far East: 

“Throughout the area, machinery is 
being improvised and patched up because 
spare parts just aren't available. In the 
Philippines, there is a greater demand 
for spare parts for sewing machines than 
for new ones. Almost everywhere one 
sees broken-down typewriters and adding 
machines that can’t be repaired until re- 
placements arrive.” 

China’s plight is underscored by 
wholesale destruction of machine tools— 
lathes, drill presses, milling machines, 
planers and shapers—employed before 
the war by Chinese industry to make its 
own spare parts. Frank Rounds, cor- 
respondent for World Report, points out 
in a wireless dispatch: 

“Major need of Chinese industry right 
now is for any machinery that uses hard- 
steel alloys, such as high-speed equip- 
ment of special metallic compounds and 
bearings. Other items required in the 
vital field of transportation include bear- 
ing inserts, piston rings, clutch facings 
and reduction gears for ships, trucks and 
earth-moving machinery. 

“China is short on parts for spinning 
machinery and other textile-manufactur- 
ing equipment, cement mills, mining 
equipment and special orders for the 
Manchurian hydroelectric installations, 
much of which was of German manu- 
facture.” 

@ The U. S. is not immune completely 
from the world-wide shortage of spare 





parts. Auto manufacturers have warned 
owners of old cars to guard their bat- 
teries, which may be hard to replace be- 
cause of the lead scarcity. 

In general, however, there is no dif- 
ficulty with parts for American-built ma- 
chines. Major manufacturers in the U. S. 
keep drawings and technical facilities 
available to make parts for any machines 
they have produced in the last 20 years. 

But replacements for German ma- 
chines cannot be turned out economical- 
ly in the U. S. Except for bolts and nuts 
and other standard pieces, there are too 
many technical problems that cannot be 
solved unless tests can be made on the 
whole machine. 

@ Replacement parts may provide a 
good business for manufacturers in some 
countries. 

Sweden is in position to supply spare 
parts for many German machines, since 
a number of German companies de- 
posited drawings and patents of their 
equipment in Sweden during the war. 

Czechoslovakia is another possibility as 
a parts supplier. German authorities in- 
tegrated the Czechoslovakian economy 
with that of the Reich and established 
many branch factories across the Sude- 
ten Mountains to escape Allied bombing. 

Given time, the machine industries of 
Britain, France, Belgium and Switzerland 
also may be able to satisfy some of the 
urgent demand and expand their markets 
for the future. Their engineers, at least, 
will not have far to go to make tests with 
new parts installed in machines origi- 
nally made in Germany. 

Relief now can be provided by whole- 
sale surveys and international exchange 
of what spare parts are turned up. Unless 
the problem is solved quickly, world re- 
covery will be slowed by partial paralysis 
in the countries whose wheels can't turn 
without new parts. 
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WAR MACHINES PROVIDE SPARE PARTS SOURCES 


International pooling and surveys offer the only hope of early recovery 
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REPARATIONS MAY IMPROVE 
ECONOMIC CONDITION OF JAPAN 


Defeated nation expected to end up 
with a better balanced industry 
after removal of its war plants 


Reported from TOKYO 
and WASHINGTON 


The survey of all Japanese indus- 
tries for reparations purposes now is be- 
ing completed and an inventory of 
equipment is under way to determine 
what plants and machinery will go to 
Japan’s conquerors. 

Occupation forces already have 
taken custody of almost 1,000 key in- 
stallations, all tentatively earmarked for 
reparations. Another important portion 
of Nippon’s productive capacity is to be 
added to the list in the next few weeks 
when General of the Army Douglas Mac- 
Arthur designates the rolling mills and 
metal plants subject to removal. 

Completion of the earriarking program 
is expected to encourage the pace of 
Japan’s recovery, reports Joseph Fromm, 
staff correspondent of World Report, in a 
dispatch from Tokyo. The whole effort, 
however, will be plagued by uncertainties 
until the Allies reach final decisions on all 
details of Japan’s reparations bill. 

Provisional though the present blue- 
print for reparations may be, it gives the 
preliminary outlines of what Japan is to 
be allowed industrially in the immediate 
future and discloses how much her former 
enemies will benefit from the reduction 
of her economic potential. 

@ For Japan, the prospect now is that 
she ultimately will be stripped of from 
one half to three fourths of the heavy in- 
dustry she had in the home islands at the 
wartime peak. The earmarking of plants 
and other current indications supply this 
preview: 

Machine tools. A cut of 50 per cent is 
due in production capacity through re- 
moval of some 90 factories that have an 
annual output of 27,000 units. In addition, 
Japan will lose approximately half the 
780,000 machine tools she possessed at 
the time of surrender. 

Iron and steel. Twenty-two iron and 
steel plants are listed, and more are to 
be added. Equipment likely to be left will 
limit annual production of pig iron to 2 


22 ¢« WORLD REPORT 


million metric tons, a drop of 64 per cent 
from present capacity, and of steel ingots 
to 3% million tons. A reduction of 47 per 
cent. 

Bearings. All but 2 of Japan’s 34 ball 
and roller plants are earmarked, and they 
represent about 90 per cent of the indus- 
try s capacity. 

Electric power. Approximately half 
the nation’s thermal generating equipment 
is down for removal. Twenty plants, with 
a capacity of 1,323,000 kilowatts, already 
are listed, with more to be added. 

Shipbuilding. Twenty-five shipyards 
have been set aside for reparations and 
additional facilities still are to be desig- 
nated. The goal is to reduce building 
capacity to one tenth the war peak of 
1,576,000 gross tons annually. 

Chemicals. From 50 to 90 per cent of 
the productive capacity is to be removed. 
Earmarked plants now number more than 
50, some of them the most modern in 
Japan. 

Synthetics. All eight plants for making 
synchetic rubber have been set aside for 
reparations, and all facilities for produc- 
ing synthetic oils are subject to claim. 

Rolling stock. The indicated levy here 
is more than 65 per cent of the locomo- 
tive-building industry, and 40 per cent of 
the equipment for construction of pas- 
senger, freight and electric cars. 

Textiles. Only one fifth of the prewar 
capacity for manufacture of cotton textiles 
and one third of the rayon industry re- 
main. The U.S. favors permitting Japan 
to retain a substantial portion of what is 
left, but other Allies want it on the rep- 
arations list. 

Munitions. Al] plants that produced 
finished arms, ammunition and war im- 
plements already have been liquidated. 
Arsenals have been blown up and the 
aircraft industry has been dismantled. 
@ Who gets what is a question on which 
the Allies have yet to reach any specific 
agreements. Efforts now are being made 


to arrange an Allied Reparations Confer- 
ence in Washington before the end of this 
year, but it still is uncertain whether it 
will consider formal claims. Meanwhile, 
the interim policy is that the industrial 
reparations to be taken from Japan will 
be used to restore the economy of 
the Far East, particularly of those 
countries that were the victims of Japa- 
nese aggression. 

China is expected to be the largest 
claimant for the industrial spoils from the 
Japanese home islands, but this seems to 
be the only definite fact in the present 
picture. 

The ultimate division of industrial 
reparations may follow these lines: 30 per 
cent to China; 20 per cent to the Philip- 
pines; 20 per cent to Australia and New 
Zealand, if they ask it; 20 per cent to 
Britain, France, the Netherlands and their 
colonies, and 10 per cent to Soviet Rus- 
sia. However, this apportionment has no 
official basis yet. 

The U. S. does not figure in conjecture 
on industrial reparations, because of the 
enormous industrial plant she already 
possesses, and because most of the ear- 
marked equipment, by U. S. standards, is 
obsolete or of unsuitable design. 

Whatever the final decision, virtually 

every claimant in the Far East needs 
power plants, factories for production of 
chemicals and machinery for miscellane- 
ous purposes. China, for instance, could 
use generating facilities at once. Her rail- 
roads need rails and rolling stock. The 
Philippines, with an expanding fishing 
industry, would benefit by acquisition of 
ship repair and shipbuilding facilities. 
@ Difficulties develop almost immedi- 
ately when large or complex industrial 
units are considered. The dismantling, 
transporting and reinstalling of steel fac- 
tories is a very costly undertaking. The 
“know-how” and trained labor would be 
needed to operate the transplanted in- 
dustry, and many claimants are short of 
both. Once unified, China should be able 
to absorb large iron plants, rolling mills 
and other big units, but any such opera- 
tion obviously is to be of a long-range 
character. 

Hence, a strong probability exists that 
some of the huge plants will prove white 
elephants as reparations because of the 
physical and financial problems involved 








in their transfer. They may have to be 
disposed of in other ways. 

Even with equipment that presents no 
such problems and could readily be used 
by claimants, the situation has some dis- 
turbing features. In bombed-out factories, 
machinery is being ruined by the weather. 
In other plants, it is deteriorating from 
lack of maintenance. By the time final 
decisions are reached on reparations, a lot 
of equipment will have lost its value or 
will require expensive overhaul. Mean- 
while, a large amount of production is 
being lost because only part of the ear- 
marked industries have received permis- 
sion to continue operating. 
qj Japan’s future, once she has been 
stripped of her war-making potential, 
has been ordained by the Potsdam Decla- 
ration, which promised to leave her suffi- 
cient industry to maintain a peacetime 
economy. 

Actually, Japan’s economic health 
promises to improve, despite vast losses in 
plants and equipment, because many of 
the industries chosen for reparations were 
economic burdens and contributed noth- 
ing to the well-being of the people. 

The bearing plants, synthetic rubber 
and petroleum production, the magne- 
sium and aluminum industries, all were 
“war babies” of a military economy and 
were a financial drain. 

Even the losses in basic industries are 
far less injurious to a peaceful economy 
than appears at first glance. Since Japan 
embarked on the road of aggression in 
the early ’30s, she has increased her pig 
iron capacity 3% times; ingot steel, 7 
times; finished steel, 5 times; heavy chem- 
icals, 4 to 8 times; machine tools, 5% 
times, and power equipment twice. In 
that period, the population gained only 
25 per cent, so adequate capacity still 
remains for civilian uses. 

@ The reparations program, however, is 
mostly a matter of unfinished business, 
despite all the earmarking and inventory 
work. Allied nations still are far short 
of agreement as to all the reparations 
items that shall go in the final bill. to be 
presented to Japan. Until this is settled— 
perhaps not for months—the real work of 
distributing reparations must wait. 

Best estimates are that, once final de- 
cisions on reparations are reached, it will 
take another two years or more to dis- 
mantle and transplant the selected indus- 
tries and equipment. Meanwhile, addi- 
tional deterioration of machinery and loss 
of production will be cutting into the net 
value of the reparations. 

The long-range prospect is that the 
industrial capacity eventually trans+ 
planted from Japan will fall considerably 
short of bolstering the economies of other 
Asiatic nations to the extent originally 
envisioned. Successful integration of 
reparations acquisitions into the indus- 
trial setups now existing will require 
much time, effort and money before 
tangible returns are forthcoming. 
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JAPANESE MUSLIN PLANT 
Will reparations prove beneficial to victors and vanquished? 
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Average Rate Paid in U.S. Is Less Than That in Most Countries 


Income taxes in major countries, boosted by 
the costs of World War II, are slow to come down 
in peacetime. Although rates in the U.S. remain 
far above prewar levels, the average American 
pays less income tax than does the taxpayer in 
most of the rest of the world. Differences in the 
tax laws of each country make exact comparisons 
difficult, but our Worldgraph of eight represent- 
ative nations shows what a married man with 
two children pays to his government out of a 
net income of $5,000 this year, after he has taken 


the customary family deductions and other al- 
lowances. 

The federal income tax for such a family in 
1946 will range from 312 per cent in Argentina 
up to 27'2 per cent in Great Britain. The American 
making $5,000 net this vear will pay 11.8 per 
cent in federal income taxes. In all the countries 
shown here, even Argentina, which remained 
neutral throughout most of the war, taxes still 
are higher than they were before World War 
Il began. 


Copyright, 1946, by World Report 
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(Organized labor throughout the 
world is stronger than ever before. 
Millions who quit work to serve as 
soldiers, millions who remained home 
to make arms or to fight the invader 
through the underground, now are 
seeking to better their living stand- 
ards through labor organizations. The 
impact of this force on national and 
world politics already is great, but 
is to be greater. 

(WORLD REPORT herewith pre- 
sents an analysis of the influence of 
organized labor on politics thus far 
and points to trends that have a 
direct bearing on the conduct of 
world affairs.) 


T= WORKINGMAN has emerged from 
the war well aware of his political 
powers. This awareness comes from his 
wartime experience. 

In the victor nations, the representa- 
tives of labor sat with government 
to increase production without which 
great armies would have been helpless 
in the field. Industrial capacity now is 
a recognized gauge of military might. 

In the defeated nations, the first to 
step forward with a claim to leadership 
were the representatives of the workers. 
Through the war, they had heard 
American, British and Russian labor 
leaders speak to them by radio of the 
advantages of free labor and democratic 
methods. As the war ended, the occupy- 
ing powers encouraged free organiza- 
tion of the workers, eager to avail them- 
selves of any ‘opportunity to get the 
worker back to the factory and the 
farmer back to the land. 

What the worker wants for himself 
and his family is food, shelter and a 
share of those consumer goods available 
at a price he can pay. When his family 
is fed and housed, the worker also may 
list security against want and against 
war as his long-term objectives. 

To attain these objectives, the worker 
is entering politics, sometimes hastily, 
with little thought of anything save his 
own hunger, sometimes carefully, with 
an awareness of the national responsi- 
bilities involved in this course. 

Democratic governments look to labor 
in politics for support of the democratic 
methods that give the worker freedom to 
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ORGANIZED LABOR’S POWER 
IN INTERNATIONAL AFFAIRS 


organize. Governments that are not 
democratic are using varied methods to 
organize labor under their own leader- 
ship. Both recognize labors power in 
politics. 


NATIONAL OBJECTIVES 


The “heartland” of labor’s political 
action lies geographically, as well. as 
ideologically, between the U.S. and 
Russia. The American Federation of 
Labor still champions the craft unions, 
which shun direct action in politics. In- 
dustrial unions in Russia pool their 
membership into a single organization, 
which in theory maintains its independ- 
ence for political action, but which in 
practice has become an instrument of 
government. Between these two types 
of organization are varying other forms 
of labor groups now engaging in politics. 

Most of the world’s workers are en- 
gaged in politics through industrial 
unions. Even in the U. S., the Congress 
of Industrial Organizations, rival of the 
AFL, has established a Political Action 
Committee to swing the workers’ votes 
to the candidates it “approves.” 

In Britain, representatives. of the 
trade unions have shared with Govern- 
ment since 1940 the responsibilities of 
mobilizing labor for production. As war 
ended, the workers put the Labor Party 
into office to guarantee a continuation 
of the workers’ voice in the country’s 
affairs. Under this Government, the 
trend in Britain is from craft unions 
toward large industrial unions, although 
the transition is by no means complete. 

The workers’ political activity on the 
European Continent is complicated by 
a battle between Communists and So- 
cialists over labor leadership. In general, 
it may be said that the Communists 
tend to view labor as an instrument of 
their workers’ party while the Socialists 
advocate an independent movement of 
labor that may co-operate with political 
parties but need not fuse with them. 
This rivalry in Western Europe tends 
to curb the Communist leadership of 
many unions. 

Scandinavia has swung with little 
difficulty back into state socialism, in 
which the trade unions play an impor- 
tant part. In both Belgium and Holland, 
the workers succeeded in wresting the 


leadership of their unions back from 


a Communist minority that took over - 


during the war. France and Italy have 
become the laboratories where labor's 
political ambitions are being put to 
the test. 

Frenchmen accepted Communist dis- 
cipline and Communist aggressiveness 
in the leadership of their underground 
war against the Germans. When war 
ended, the record of the Communists 
gave them an equal standing with So- 
cialists in the directorate of the General 
Confederation of Labor. Labor disci- 
pline kept strikes down to the category 
of brief demonstrations that wasted 
little production time. Now, revolts 
against Communist leadership are be- 
ginning to sweep through the rank and 
file, bursting out in strikes by Govern- 
ment employes. No government can 
stand in France without the support of 
united labor, but the danger to labor 
and to the nation now lies in a Com- 
munist-Socialist struggle for leadership. 

Labor's entry into Italian politics is 
stormy and costly, for the Italian 
worker seeks wages that will buy him 
bread in a poor country made poorer 
by fascism, war and the consequences 
of defeat. Communists are gaining con- 
trol of unions by leading “wildcat” 
strikes started by the hungry rank and 
file. In Italy, as in France, no dem- 
ocratic government can long survive 
without the support of organized labor. 
But the question in Italy is whether 
organized labor is to remain independ- 
ent or is to drift into the arms of po- 
litical leaders who will capitalize on the 
workers’ hunger and seek political gain 
for themselves or for their parties rather 
than for labor. 

On the fringe of Russia’s zone of in- 
fluence, noncommunist workers must 
co-operate with Communist unions if 
they are to survive. Austria’s labor 
unions cling precariously to socialism, 
sharing with the Austrian Government 
the difficult task of running a country 
divided into four zones of occupation. 

In Czechoslovakia, the Communists 
hold most of the important posts in 
trade unions, which play a big part in 
the direction of economic policy. — 

Within those countries completely 
dominated by Russia, there is little 
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Growing Political Strength of Unions 
Has Important Influence on National Policies 


freedom for labor. Almost the only way 
the worker can participate in politics 
is through the local Communist Party. 
But all satellite governments are com- 
mitted to giving the worker the lion’s 
share of what goods and food can be 
spared for national consumption. 

Few governments now can afford to 
ignore labor’s influence in politics. Ar- 
gentine workers put President Juan Do- 
mingo Perén back in power over deter- 
mined opposition at home and abroad. 
Labor unions in Cuba led by Commu- 
nists exercise a powerful influence on 
the Government of Ramon Grau San 
Martin, elected President on an anti- 
communist platform. Peter Fraser, the 
union leader who has been Premier of 
New Zealand for many years, is to de- 
fend his Government in elections this 
autumn. Japanese workers, always en- 
thusiastic joiners, are flocking by the 
millions into unions copied from U. S. 
organizations, but strikes of peculiar 
character suggest the Japanese still has 
much to learn about labor’s part in a 
democracy. 


WORLD STRATEGY 


The increasing importance of organ- 
ized labor as a factor in national politics 
has not gone unobserved by the powers 
in conflict over world politics. All Rus- 
sian diplomats are coached in labor 
organization before they are sent 
abroad. Since 1943, the British have 
had a labor attache assigned to their 
Embassy in Washington. Last year, the 
U.S. State Department created a Labor 
Relations Division that now has 23 rep- 
resentatives outside the U.S. watching 
labor trends. 

The task of these U.S. representa- 
tives is reportorial. But, in Germany, 
other U.S. experts on labor are match- 
ing their wits with Russians as part of 
the struggle to control Germany. It was 
agreed by the Allied Control Council 
in Berlin last June that: 

“(1) The trade unions (of Germany) 
must be developed and organized on a 
democratic basis. 

“(2) The organization of trade union 
federations must result from the freely 
expressed desires of union membership.” 

The same directive, signed by the 
representatives of the U.S., Great Brit- 


ain, Russia and France, provided that: 

“The pace of development of trade 
unions zonal federations shall be deter- 
mined by the appropriate Zone Com- 
mander when he is satisfied that there 
exists a real desire among trade union 
members to federate.” 

The result of such directives is that 
the military commander of each zone is 
interpreting the restrictions on the or- 
ganization of German workers pretty 
much as he pleases. 

In their zone, the Russians are spon- 
soring a single union for all workers. 
Most of the 2,600,000 persons now or- 
ganized in the Russian zone are under 
Communist leadership. Union mem- 
bership is virtually compulsory, and dis- 
cipline is strict. Russia looks to this or- 
ganization to give German Communists 
a head start on their political competi- 
tors when the zonal barriers are finally 
dropped. 

In the U. S., British and French zones, 
the military authorities are promoting as 
many as 18 industrial unions in each 
zone. The worker is free to join a union 
or stay out, as he prefers, but there is 
no doubt that each of the occupying 
powers looks to the unions to sell its con- 
cept of democracy to the workers. Eager 
propagandists of the CIO and the AFL 
are spreading pamphlets throughout 
the American zone designed to sell the 
Germans their differing ideas of labor 
organization. 

Labor is trying to express its own in- 
terests in world politics through its own 
international organization. The World 
Federation of Trade Unions, which now 
claims 70 million members in 56 coun- 
tries, was formed at Paris last October 
on the initiative of the Americans and 
British. Before that date, the only world 
organization of labor was the Interna- 
tional Federation of Trade Unions, with 
which the American AFL was associ- 
ated although neither the CIO nor the 
Soviet unions were members. Under the 
impulse of wartime alliances, the new 
World Federation was formed to unite 
Russian, British and American organiza- 
tions as the leaders of world labor. But 
the AFL, still wary of political activity, 
has declined the place kept open for it 
in the Federation. 

Certainly the WFTU is far more ac- 


tive in politics than its predecessors. Its 
constitution contains no _ restrictions 
against political activity. The voting 
powers of its members were deliberately 
arranged so that the 30 million members 
of the Soviet trade unions cannot alone 
swing the WFTU in political activities. 
A meeting of the Federation’s Executive 
Bureau in Washington last week urged 
the membership to “make known to 
each of their governments their deter- 
mination to oppose the preparations for 
another war and to defeat the evil forces 
of fascism and reaction.” It also declared 
the WFTU to be opposed to the Gov- 
ernment of Francisco Franco in Spain 
and decided to “continue and intensify 
the campaign against him.” 


DANGERS AHEAD 


The political action of the WFTU is 
nevertheless limited. Its member unions 
still are primarily nationalistic in charac- 
ter. The same devotion to national inter- 
ests that influences diplomats is evident 
in labor’s world congress. The WFTU 
is handled by its leaders like a basket 
of eggs. 

Sooner or later, political issues now 
shelved by the Federation will come to 
a head. A CIO official, for example, is to 
investigate the appeal of native organ- 
izations in the Union of South Africa for 
help in obtaining better conditions for 
Negro workers in the gold mines. The 
whole question of colonial labor is 
charged with political dynamite. But it 
still is on the national level that labor 
seeks political strength to further its 
ambitions on the world level. 

Two trends stand out sharply in the 
current development of labor’s influence 
on national politics. 

(1) Organized labor has turned from 
its old revolutionary aim of destroying 
the state toward the more practical aim 
of harnessing the existing state to give 
labor a larger share of national pro- 
duction. 

(2) To attain this end, organized 
labor is tending to share with govern- 
ment the responsibilities of directing 
the national economy. 

Labor’s progress in politics, on both 
the national and the world levels, de- 
pends to a large extent on labor’s ability 
to maintain discipline and avoid faction- 
al disputes, such as those now threaten- 
ing labor unity in France and Italy. 
Many leaders of labor maintain that the 
solidarity of the workers is stronger than 
either the Communist or the Socialist 
parties. Time alone will show whether 
this is true. 
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PARIS 


France now is pushing develop- 
ment of the German Saar’s industrial 
wealth toward the day when the coal- 
rich region will be declared a part of 
French territory. 

French occupation authorities 
methodically are linking the Saar to the 
reconstruction program of France her- 
self. Already coal production outstrips 
that of the Ruhr, which is under British 
occupation. Not only are the French get- 
ting out more coal, they are getting it 
cheaper. They also are making the Saar 
pay its own way to recovery. 

Behind the French program lie two 
important factors: 

Immediately, France must have more 
coal to relieve her own shortage. Produc- 
tion in her mines is higher now than it 
was before the war, but the ceiling on 
output has been reached. Under the oc- 
cupation agreement, the French now get 
a third of the Saar’s coal, which is com- 
ing out at the rate of 650,000 tons a 
month. 

At long range, France wants the Saar 

on a permanent basis, and there are strong 
indications that she will get it. Looking 
toward that time, French policy is aimed 
at integrating the Saar with France both 
politically and economically. As much 
stress is being placed on winning the sup- 
port of the Saar’s citizens as in getting 
out the area's coal. 
q@ A French Saar is being built through 
unusual occupation policies. First, France 
is putting much of her food and equip- 
ment into the territory to give it the 
means to produce. The region is being 
fitted into neighboring Alsace-Lorraine, 
whose food-producing lands complement 
the industrial strength of the Saar. These 
aspects of the occupation indicate 
France's immediate and long-range in- 
terests: 

French troops are limited in number; 
they are fewer than a U. S. division. Re- 
liance is placed on careful disposition and 
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FRANCE ABSORBS SAAR 
IN ITS OWN ECONOMY 


Occupied region of Germany, rich 
in coal and industry, is being 
prepared for ultimate annexation 


Reported from BADEN-BADEN, 
and WASHINGTON 


efficient intelligence services, rather than 
strength. In key positions and down the 
line, responsibility is with French civilians 
who have intimate knowledge of the 
Saar. 

Political activity is fostered with a 
view to persuading the people that their 
best future is with France. As a result, the 
three leading political parties recently 
have expressed a desire to join France. 

Education is oriented to the traditions 
of France, beginning with the French 
language. Requests from thousands of 
parents that their children learn French 
are getting attention, but the French 
propose to go deeper than language or 
even the eradication of nazism. The goal 
is to wean the Saar for good from what 
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COAL FROM THE SAAR 


Vital factor in French recovery 
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are considered the evil remnants of Prus- 
sianism. 

New territory was added recently to 
the Saar by shifting another part of the 
French zone to its administration. This 
new territory being agricultural, it will 
help the Saar to achieve self-sufficiency in 
food. 

Peaceful industry, outside the coal 
mines, is provided for in the plan, the 
Saar having made half a million pairs of 
shoes for France in the last year. Steel 
output, on the other hand, is 10 per cent 
of prewar rate and will be allowed to rise 
only gradually to a third of the rate before 
the war. 

Thus, the region is being fitted into 
France. Of more immediate urgency, 
however, is the extraction of maximum 
quantities of coal, for only by an increase 
of coal supplies can France move from the 
production of necessities to production for 
export and real gains in her economy. 

France boosts coal production in the 
Saar in these ways: 

Control is tight, beginning at the top. 
Managers are Frenchmen, who, unlike 
executives in the British zone, exercise 
close control over German subordinates. 

High wages make mining a more at- 
tractive occupation. Miners, deeply 
rooted in the Saar, have in the main 
stayed on the job, and the present labor 
force is 70 per cent of what is needed. 

Special food allowances are more im- 
portant to the miners than pay. So the 
French treat the Saar miners almost as 
well as their own in this respect, allowing 
a calorie level of 3,000, or more than 
double what other persons in the area get. 

New machinery for cutting coal now 


_ is being acquired by the French in the 


U.S. Its destination is the Saar, rather 
than French mines, because the French . 
see returns from the occupied territory as 
being their best investment for the future. 

Rail co ication, especially to Al- 
sace-Lorraine, is kept efficient, Saar coal 
being sped to important deposits of iron 
ore at Briey. 

Already coal yield in the region is half 
the prewar figure. Monthly figures show 
a continual rise that the French intend to 
keep up. 

Final allotments of Saar coal will be 
made by the Allies acting together. This 
means that French reparation quotas may 
be adjusted so that French gains from 
the Saar will be deducted from her over- 
all reparations credits. 

Although France will not get the Saar’s 
entire yield of coal for several years, she 
stands to gain substantial tonnage by 
annexation, is benefiting from current out- 
put, and pointing her occupation to the 
day when the Saar will be part of France. 
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DOMINANT on today’s international stage are Soviet Foreign Minister Molotov and W.S. Secretary of State Byrnes. 


THE STORY OF SOVIET-U. S. RELATIONS 


EHIND today’s differences between 
Soviet Russia and the United 
States lies a short but eventful history. 
For many years cordial relations 
existed between Imperial Russia and 
the United States, and in World War I 
they were allies. 

When Russia was defeated on the 
Eastern Front and revolution swept the 
country, the United States joined with 
the other Allies in sending troops to 
Siberia to maintain order. 

After the Bolsheviks seized power 
and proclaimed the Soviet Union, the 
United States withheld recognition of 
the new Government for 16 years. 

Finally, after prolonged negotia- 
tions, diplomatic relations were estab- 
lished in 1933. 

The two countries had no serious 


trade rivalries and no territorial con- 
flicts, but between 1934 and 1940 rela- 
tions deteriorated as a result of the 
Russo-Finnish War, charges of Com- 
munist propaganda activities in the 
United States, and the Red Army’s oc- 
cupation of Eastern Poland at the be- 
ginning of World War II, which 
aligned Russia with Nazi Germany. 

After Hitler attacked Russia in June 
1941 and the Soviet became an ally, the 
U. S. gave full support to the Red Army 
until the end of the war. 

The first year of peace, however, has 
seen a marked change. The United 
States and Soviet Russia now find 
themselves in frequent conflict over 
such things as peace terms, reparations 
and plans of Soviet leaders for terri- 
torial expansion in the East and West. 








. 


—Acme 
HENRY A. WALLACE’S views, pub- 
licized in a speech and in a letter to 
President Truman, turned spotlight on 
current Soviet-U.S. relations today. 
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a eer oO —Underwood & Underwood 
(1) FIRST to become Soviet Ambassador to Washington (2) AGREEMENT by Russia not to interfere in U.S. af- 
was Alexander Troyanovsky, pictured, at center, as he fairs and to discuss claims led to establishment of diplo- 
preserited credentials at the White House. Diplomatic matic relations. William Bullitt (left), shown at a 
relations were resumed, after 16 years, on Nov. 16, 1933. i 


congressional hearing, was appointed U.S. Ambassador. 
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(6) ACCORD was reached the Soviet Ambassador Lit- 
vinov and Secretary of State Hull on June 11, 1942, on an 
eight-point agreement incor — terms for Lend-Lease. 

already had been extended. 


—Wide World 


(5) RETURNING from a conference with Secretary of 
State Hull in June 1941, the first in more than a year, 
are Soviet Ambassador Oumansky (right) and Andrei A. 
Gromyko, now Soviet delegate to the Security Council. One billion dollars in ai 
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—Sovfoto —Sovfoto 
(9) JEEPS, guns, clothing, all the essentials of war, poured (10) TWO AMERICANS occupying vital positions in 
from America into Russia to the value of $30,750,000,000. Russia during the war were Maj. Gen. John R. Beane, head 
Before the tide of invasion was turned, German armies ad- of the military mission, and Ambassador Averell Harriman. 
vanced 900 miles late in 1942. Stalin called for a second front. General Beane is shown speaking while Harriman listens. 
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- “ ) —Wide World | . —Sovfoto 
(3) PROPAGANDA in the U. S. of the Third International (4) SYMBOLIC of their nations’ cordiality was this 
was protested ‘by Washington. However, Communists in hearty handshake of Joseph E. Davies, who succeeded 


America were not silenced. Here a group gathered in New Bullitt in 1936, and Stalin. But renewed discussion of 


York in 1936 denounced the rebellion then raging in Spain. claims dating from Kerensky regime of 1917 were fruitless. 


—Sovfoto —U. 5S. Signa] Corps 
(7) AID was pledged Russia by Harry Hopkins when he (8) COINCIDING with Hopkins’ mission to Moscow, 
flew to Moscow as the personal representative of Presi- President Roosevelt and Prime Minister Churchill met 
dent Roosevelt in the summer of 1941. Pictured at left aboard the U.S.S. Augusta to draft the Atlantic Charter. 
is Solomon Lozovsky, Soviet Deputy Foreign Minister. In a letter to Stalin, they promised Russia full support. 


—Sovfoto —Acme 
(11) TO MOSCOW, in October 1943, went Secretary of (12) MILITARY STRATEGY was mapped at this meeting 
State Hull to lay foundations for a durable peace and enhance of the Big Three held at Tehran in December 1943. Post- 
effectiveness of the military coalition. Accompanied by Rus- war planning was omitted at this conference. Stalin, Roose- 
sia’s Foreign Minister Molotov, he reviewed a guard of honor. velt and Churchill are shown enjoying a breathing spell. 
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(14) NEWS of surrender of German forces being read by 
Foreign Ministers at the San Francisco Conference. From 
left to right are Anthony Eden, Britain; Edward Stettinius, 
U.S.; V. M. Molotov, Russia, and Dr. T. V. Soong, China. 


—International 


(13) FEARS of a possible breakup of the Big Three, be- 
cause of Russia’s unilateral behavior in Eastern Europe, 
were allayed at the Yalta Conference held in February 1945. 
Above, Roosevelt is shown in conversation with Stalin. 


—International —Harris & Ewing 


(17) GROMYKO WALKS. Soviet delegates, led by Andrei (18) FLANKED by his advisers, Secretary of State Byrnes 


is shown leaving for a conference of the Big Four’s For- 
eign Ministers in Paris last April. Shown with him are 
Senators Connally (D., Tex.) and Vandenberg (R., Mich.). 


A. Gromyko (front), left the conference room of the 
Security Council of the United Nations, in late March 
1946, during a dispute that raged over the Iranian situation. 
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(21) ACTS OF SOVIET SATELLITES sometimes have an (22) NOTICE OF U.S. desire to rehabilitate Germany was 
effect on Soviet-American relations.-One example: was the served by Byrnes in this address at Stuttgart September 6. 
death of these five U.S. airmen (being borne to a chapel Seated behind him are Robert D. Murphy, Senators Arthur 
in Rome) whose plane was shot down by Yugoslav fighters. Vandenberg and Tom Connally and Gen. J. T. McNarney. 
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—Acme 
(15) CORDIALITY was radiated by Churchill, Truman (16) SECRETARY OF STATE BYRNES mediates a 
and Stalin in this pose assumed at the Potsdam Confer- point at issue between Foreign Ministers Bevin and 
ence July 17-Aug. 2, 1945. They agreed that their For- Molotov after a verbal clash at the London Conference in 
eign Ministers would determine the settlement of peace. September 1945. Little progress was achieved at the session. 
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(19) REPARATIONS, in the form of machinery from a (20) BROODING, Molotov sits at a window in the Luxem- 
German plant, being crated for shipment to Russia. The bourg Palace in Paris where the Peace Conference is in 
U.S. has called a halt on the further transfer of such _ session. He left the conference chamber during a reply made 
equipment from the U.S. zone in Germany to the Soviet. by the Greek Premier to charges raised by the Ukraine. 


—Press Association 
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—U. S. Marine Corps 
(23) U.S. MARINES swing along a street in Tientsin in (24) WINGS of planes from the U.S. S. Franklin D. 
another of the world’s trouble spots today. In a counter- Roosevelt unfolded over Athens during a good-will cruise 
charge to certain protests raised by the U. S., Russia has ob- last month. Moscow attacked this visit made by American 
jected to the continued presence of American troops in China. warships to Greece as an application of “pressure tactics.” 
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RGENTINES AT HOME and millions of 
Avpeovle abroad are watching these 
days for the next move of President 
Juan D. Perén. The man of whom most 
of them never had heard three years 
ago now is one of the most powerful 
chiefs of state in the world. 

Perén inherited broad authority from 
the preceding Administration, but he got 
his biggest grant of power from the Con- 
gress that was elected with him last 
February. This grant, called the Maxi- 
mum Price Law, gives him full. control 
over domestic production, distribution, 
consumption and trade with other coun- 
tries. 

Perén brings to his work an energy 
that has distinguished him ever since his 
boyhood, when he broke broncos and 
lassoed ostriches on his father’s ranch. 
At the Military College his classmates re- 
ferred to him as “the man who invented 
work.” 

Before his graduation as a second lieu- 
tenant in 1913, at the age of 18, Perén 
had made good marks and won minor 
honors in writing and dramatics. In the 
following years he served with troops, 
held staff and teaching assignments and 
found time to write half a dozen volumes 
on military history. 

Just before the outbreak of the war in 

Europe, Perén went to Italy to study 
mountain warfare. He visited Germany, 
France, the Netherlands, Hungary and 
Albania. When he sailed for home from 
Spain, in 1941, he was enthusiastic over 
what he called “the crusade for spiritual 
renovation.” He soon was spreading this 
doctrine in Argentina, particularly among 
his associates in the GOU (Group of 
United Officers), a lodge of majors and 
colonels. 
@ Military ruler. Argentina in 1943 was 
ripe for a coup; the people were disgusted 
with years of public graft. On June 4, 
the Campo de Mayo garrison seized the 
Government. Pro-Allied Gen. Arturo 
Rawson became President, but soon was 
succeeded by Gen. Pedro P. Ramirez, 
whom the GOU supported. From this 
point dated the Military Government in 
which Peron, first behind the scenes and 
then as an officeholder, rose like a meteor 
in politics. 

Per6én soon made labor his special in- 
terest. He became Argentina’s first Sec- 
retary of Labor and Social Welfare. Later 
he also held the posts of Minister of War 
and Vice President. 

Under his guidance, the Government 
gave many workers higher wages and 
1} better living conditions and established a 
civil service. 
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—World Report 


MILITARY RULER 
. and voice of labor 


A coup in October 1945 caused Perén’s 

resignation and temporary detention on a 
ship of the Argentine Navy. It appeared 
that he had lost out. But soon cheering 
thousands welcomed him back to liberty. 
He again became the dominant power in 
the Government, although he did not 
hold office. 
@ The people’s choice. Formation of the 
Laborista (Labor) Party followed. The 
party nominated him for President, and a 
wing of the Radical Party supported him. 
At the polls, where the Army was on the 
alert for fraud, he defeated his opponent, 
José P. Tamborini. He took office June 4, 
wearing the uniform of his new rank of 
brigadier general. 

Closely associated with him in public 
life, as well as at home, is his wife, the 
beautiful Eva Duarte. Perén, who has a 
19-year-old daughter by his first marriage, 
ended 10 years of life as a widower a 
year ago by marrying Miss Duarte, for- 
merly a radio actress. Perén values 


PERON: Political Meteor 


highly her opinions on public questions. 

Energetic when he was on military 
duty, Perén continues his brisk habits of 
living. He rises at 6 a.m., exercises, reads 
the morning papers and has breakfast. He 
is at his office by 8 a.m. and works until 
8 p.m., with a two-hour break at noon for 
luncheon and a siesta. Then he attends 
receptions, dinners and meetings, or 
takes papers home and works until after 
midnight. 

The Peréns frequently spend week 
ends at their little farm at San Vicente, 
an hour’s drive from Buenos Aires. There, 
Peron works in the garden or takes care 
of his Japanese fowl, ostriches, sheep, 
llamas and goats. Sometimes he mows 
the lawn or prunes trees. 

Though he is busy, Perén always is per- 
fectly groomed. His dark hair is combed 
straight back, his nails well manicured. 
More than 6 feet tall, he now is heavier 
than his former 210 pounds, but he still 
looks the part of an athlete. He excels at 
horsemanship, skiing and boxing, and for 
six years he was the fencing champion of 
the Argentine Army. 

Like most other Argentines, Perén is a 
Catholic. He speaks Italian and German 
well, and can manage English and several 
Indian dialects. He is a chain smoker. 
He does fairly well at the piano. 

In conversation, Perén speaks in a firm, 
warm voice. In public addresses, how- 
ever, his delivery lacks the clarity ex- 
pected of a first-rate orator.. He wears 
glasses when making a speech, but does 
not use them in public at any other time. 

In recent months, Perén’s policies have 
caused resentment among some of his 
followers. Influential Laboristas and Rad- 
icals rebelled at his order to merge into a 
single party. Nationalists demonstrated 
against congressional approval of the Act 
of Chapultepec. 

Opponents call him a Fascist, and some 
businessmen are worried over the use he 
may make of his great power. But most 
Argentines believe he will use his author- 
ity only for the benefit of their country. 


GUTT: Stabilizer of World Currencies 


A BELGIAN INDUSTRIALIST with a thor- 
ough knowledge of government f- 
nance now has the job of working out a 
formula that will restore stability to the 
currencies of the world. He is Camille 
Gutt (pronounced Goot), and he hopes 
to have the answer before Christmas. 
Gutt, the 61-year-old General Man- 
ager of the $8,800,000,000 International 


Monetary Fund, already has the prelim- 
inary work well under way, having can- 
vassed the Fund’s member nations for 
detailed information on their exchange 
rates and monetary policies. 

Admittedly, this working out of a 
stabilization formula is going to require 
not only great financial acumen but also 
a nice instinct for successful diplomacy. 











Gutt’s unanimous election to head the 
World Fund is evidence that the Board 
of Governors, representing 12 nations, 
believes he is qualified on both counts. 

@ The career that has brought Gutt to 
his present role in international affairs 
could scarcely have been more varied. 
By turns he has been lawyer, journal- 
ist, soldier, government minister and 
a highly successful industrialist in priv- 
ate business. 

Much has been made of the fact that 
Gutt’s present post carries a tax-free sal- 
ary of $30,000 a year, but actually this 
was no inducement in persuading him to 
serve. Close associates point out that, 
even with the high postwar taxes in Bel- 
gium, Gutt would enjoy a larger net in- 
come in his homeland if he had chosen to 
remain there and devote himself to priv- 
ate business. 

Gutt was born in Brussels on Nov. 14, 

1884, and received his education at the 
University there. Law attracted him first, 
and he was admitted to the bar in 1906. 
It was not long, however, before he 
turned to journalism as an added pur- 
suit. So fondly does he remember his 
journalistic days that he still considers 
himself a newspaperman at heart. 
@ In World War I Gutt saw two years 
of action at the front, serving in the 
French Army with the crack Spahis. At 
the wars outset, the Spahis were a 
mounted corps, picturesquely uniformed. 
The future head of the World Fund is 
said to have cut quite a figure in the 
baggy red pantaloons and blue dolman 
as he sat astride a white Arab charger. 

Gutt was withdrawn from the battle 
areas in 1916 to become Secretary-Gen- 
eral of the Belgian War Purchasing Com- 
mission in London, and he prepared for 
the job by learning English in 15 days. 

After peace returned, Gutt became 
identified increasingly with governmental 
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finance in Belgium. Three times during 
the 1920s he served as assistant to the 
Finance Minister and invariably could be 
found among Belgium’s representatives 
at the many conferences on reparations 
and kindred matters held in that period. 
His ability received Cabinet recognition 
in 1934, when he was named Belgium’s 
Finance Minister. He remained in that 
post until 1935 and was recalled to it 
in 1939 after Germany invaded Poland. 

@ World War II was a bitter experi- 
ence for Camille Gutt. Not only was his 
country overwhelmed by the invader, but 
two of his three sons were killed in service 
before final victory came. 

After Belgium’s collapse in 1940, Gutt 
was the first Cabinet Minister to reach 
London, where he became one of the 
moving spirits of the Government in Exile 
throughout the conflict. 

He was back on his native soil as soon 

as it was liberated, and he brought with 
him a prepared plan for combating Bel- 
gium’s inflation. Gutt’s formula was a 
drastic one and unpopular, but it achieved 
most of its objectives, with the result that 
Belgium got a head start toward sound 
recovery. 
@ In private business, Gutt’s major in- 
terests have been in the automotive and 
mining flelds. He was Vice President of 
the Ford Motor Company of Belgium for 
17 years and for a long time was asso- 
ciated with the production of copper 
and lead from the mines of the Belgian 
Congo. He severed these connections 
when he joined the World Fund. 

No stranger to the U.S., Gutt has 
visited the country dozens of times and 
has a wide circle of friends in the na- 
tion’s industrial, financial and diplomatic 
circles. 

In appearance, he is short and slight, 

with arched eyebrows, a neat mustache 
and close-cropped hair. His tastes are 
simple and his relaxations few, for the 
crowding work of the World Fund has 
been giving him only a meager ration 
of leisure time. That ration has limited 
him to his enjoyment of literature. It has 
given him neither the time nor opportun- 
ity to indulge his surpassing interest in 
fine horses. Ever since he became head 
of the World Fund last spring, it has been 
a hard master, affording him no chance 
for attendance at horse shows or racing 
meets, much as he enjoys both. 
@ The job that Gutt has undertaken as 
head of the World Fund demands all 
the financial wizardry that the spare Bel- 
gian has demonstrated in the past, plus 
his best diplomacy. He has had a busy 
time this last week, with the Fund’s Board 
of Governors in session. But henceforth 
the major burden rests on Camille Gutt. 
His ability to resolve the knotty problem 
of postwar currency relations will de- 
termine how quickly stability of world 
exchange, a vital factor in the revival 
of international trade in the postwar era, 
can be achieved. 














WORLD TRUTH 
FOR A WORLD ERA 


THE Two World 
Wars, the emer- 
gence of atomic 
power, and the 
present interna- 
tional stress are 
all but parts of a 
vast historic up- 
heaval. In times 
like these, new 
conceptions of man and civilization 
arise and eventually disclose the nature 
of the era struggling to be born. 

World cooperation, the present hope 
of humanity, is fundamental in the 
spiritual and philosophical teachings 
of the Baha’i Faith. Written under 
severest persecution, thcy today are 
known in some forty different lan- 
guages in more than seventy countries 
of East and West. They embody the 
principles of world citizenship, equality 
of races, of progressive revelation and 
reconciliation of spiritual truth with 
the just claims of science. 

The founder of the Baha’i Faith, 
Caha’u'llah, while imprisoned as a her- 
etic in the ancient city of Akka more 
than 75 years ago, seut messages to the 
kings and leaders of the time summon- 
ing them to convene and establish uni- 
versal peace, To Queen Victoria he de- 
clared that ‘‘the sovereign remedy and 
mightiest instrument for the healing of 
all the world is the union of all its peo- 
ples in one universal Cause, one com- 
mon Faith.” 

The principles of the world era are 
clearly presented in a new 32-page 
booklet entitled ‘‘World Order Through 
World Faith.’ A complimentary copy 
may be obtained on request. 


BAHA’‘! PUBLIC RELATIONS 
536 Sheridan Road * Wilmette, Illinois 




















| the news in every is- 
sue of World Report is gathered 
from the four corners of the 
earth, a subscription makes an 
ideal gift for your friends, rela- 
tives and business associates who 
are abroad. What more practical 
way of letting them know you 
are thinking of them? Gift sub- 
scription rates: $4 for the first 
subscription, $3 for each addi- 
tional—in U.S., its possessions 
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Add $1 extra postage for each 
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Life Around the World 


Strikes are leading topic of conversation 


CALCUTTA 


HIS SECOND City of the British Empire 
ace is plagued with strikes. They 
are strikes of all sizes and descriptions. 
Bank employes are in picket lines, radio 
artists refuse to perform, Government em- 
ployes want more money and a water- 
front tie-up appears imminent. 

Three million people are crowded into 
this sweltering city. Another million are 
in the outskirts, which include the big- 
gest jute mills in the world, giving “Great- 
er Calcutta” a population of 4 million. 

Unlike India’s other major ports, Cal- 
cutta is a river port and is 80 miles away 
from the Bay of Bengal. During the war, 
the port handled the bulk of the war ma- 
terials for the Americans China-Burma- 
India theater. General Stilwell’s Ameri- 
can and Chinese troops in 
Burma and General Chen- 
nault’s China air force de- 
pended on supplies un- 
loaded from Calcutta. 

At that time, the port 
of Calcutta often was 
visited by more than 30 
American ships a month. 
Today, less than one third 
that number drop anchor 
there, and a further de- 
cline is in the offing. Nev- 
ertheless, more American 
ships are expected to call 
at Calcutta than did so 
before the war. Three 
American shipping lines 
are represented here now, while before 
the war there were never more than two. 

Most of the American ships are bring- 
ing in grain for Bengal Province, which 
is on the verge of famine. They are tak- 
ing out Bengal jute, Assam tea, a large 
amount of manganese and surplus equip- 
ment of U.S. military forces. 

Calcutta doesn’t look nearly so bad as 
the cities of Asia that were under Jap- 
anese occupation. In fact, she looks more 
prosperous than during the war. There 
are fewer beggars than there were three 
years ago, markets are overflowing with 
food, and it seems hard to believe that 
Bengal’s capital may be a famine area. 

Prices are high, but some foodstuffs 
are slightly cheaper now than they were 
during the war. There is a widespread 
black market. On the black market, you 
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around British tea tables in Calcutta 





can get American cigarettes for 30 cents 
a package. I purchased some there that 
were marked “compliments of the Amer- 
ican Red Cross.” Apparently, they were 
from Red Cross supplies pilfered. on the 
water front during the war. 

For $5 you can get a tailor-made white 
shirt of excellent material that will be 
delivered within 24 hours. You can get 
similar service on a new suit that will 
cost from $30 to $100. 

Shops recently have received big stocks 
of Italian silks. You can get genuine silk 
hosiery that comes from China. Leopard 
pelts and Persian lamb skins from near- 
by Afghanistan are abundant, and croc- 
odile and snake skins seem to be a drug 
on the market. 

Taxis are easy to get and are cheap. 
One can ride two miles for 
30 cents. All the taxis are 
prewar models, and many 
are battered touring cars. 
Most of the drivers are 
bearded Sikhs. Rickshas 
and pony carts also are 
easy to find, but most for- 
eigners use them only in 
case of an emergency be- 
cause invariably a long ar- 
gument with the operator 
ensues over the price he 
charges and one usually 
ends up by him paying as 
much as he would pay a 
taxi driver. 

In the heart of Calcutta 
is the New Market, which covers more 
than two square blocks. There you can 
purchase anything from French perfume 
to a tiger cub. In addition, there are buy- 
ers for anything that you might want to 
put up for sale. Within five minutes, you 
will get a dozen or more offers for your 
American-made fountain pen. There are 
thousands of persons who gain their live- 
lihood from this huge market, which is 
infested by pickpockets, fortune tellers 
and beggars. 

Calcutta’s beggars are not as thick 
as they were during the war, but you 
don’t have to look far to find them. They 
include street urchins, as young as 4 or 
5, who persistently follow you through 
the streets until given an anna (about 2 
cents), and the more professional type, 
who generally are disfigured and have 































their special corner, or hangout, in the 
bazaars. 

A decided nuisance are the sacred cows 
that wander through all parts of the city. 
You may have to push a cow out of the 
way to enter Calcutta’s biggest bank. 

Exodus of the American military forces 
caught shop and street vendors with a 
large stock of U.S. military ribbons and 
insignia. Now they are dirt cheap, and 
merchants see little chance of unloading 
their wares. Calcutta misses the Yanks, 
but mainly because they were such free 
spenders. There has been a noticeable 
drop in the price of souvenirs and a rise 
in the price of American cigarettes since 
their departure. 

Today there are less than 100 Ameri- 
can troops in the Calcutta area, and they 
represent mainly units preparing surplus 
war materials for reshipment to China 
or Siam, or are members of grave regis- 
tration detachments. 

Though Calcutta may be on the brink 
of famine, you can still get huge meals 
at the city’s hotels and restaurants. At 
noon, the Great Eastern Hotel has 14 
items on the menu. However, under Ben- 
gal’s emergency laws, you are limited to 
three dishes, which will include generous 
servings of soup or fish, chicken or steak, 
and beautiful but generally tasteless des- 
serts. 

The main subject of discussion around 
British tea tables, however, is not about 
the approaching food crisis, or when the 
British will quit India. Invariably, con- 
versations turn to strikes. 

The city is just recovering from a pro- 
longed walkout of postal and telegraph 
employes. Letters are straggling in that 
took two months to come from Bombav 
or Delhi. Now the workers claim they 
didn't get a fair settlement and are 
threatening to strike again. 

The Communist movement is strong 
in Bengal and invariably receives the 
blame for all strikes. Some of these strikes 
are just as fantastic as India itself. Work- 
ers will disappear for a few hours or a 








































































day in sympathy with another strike, or 
just to show that they desire improved 
conditions. 

The Imperial Bank’s Calcutta branches 
were shut down for nearly two weeks 
and, when police were alleged to have 
mauled pickets, employes of all other 


Trying to find a place to 


banks simply stayed away trom work for’ 


one day. 

It’s in the humid air out here now, 
and few doubt that the political troubles 
India is having will breed more strikes, 
by that or any other name. 

F. H. 


lay one’s head 


is the dominant concern in England today 


LONDON 
|< Spvetanie IN ENGLAND these days is 
interested vitally in housing, and the 
pressure has been so great from all sides 
that housing has become a political foot- 
ball. The Government proudly announces 
that it has put almost 200,000 families in 
new homes since the end of the war. The 
new homes include prefabricated and 
temporary houses and war-damaged 
structures that have been rebuilt. 

But statistics aren't comfortable to 
sleep on, nor do they insure privacy, so 
thousands of British families are on the 
move, looking for a roof of their own. 
They would rather search now than wait 
months or years for their names to rise 
to the top of the waiting lists that are 
on file in every town hall in England. 

The “squatting” movement has been 
widely publicized since former service- 
men and others who were desperate for 
a place to live began to take possession of 
military camps left vacant by demobiliza- 
tion or by the departure of foreign (most- 
ly American) troops. 

The squatters were people who, 
throughout the war, shared uncomfort- 
able existences with other families in 
close quarters, or a spare room with rela- 
tives or friends. Often families had to 
separate because they couldnt find 
enough space under one roof. 

Now, the squatters have spread to 
London and forced their way into empty 
flats. These quarters were in the process 
of being turned back to the owners by 
the Government, which used them 
throughout the war. For that reason, 
their seizure has created a more serious 
situation, and “squatting” is having politi- 
cal as well as economic repercussions. 

For Americans and others coming to 
Britain to live, house hunting is as diffi- 
cult and full of headaches as it is for the 
squatters. The big difference 
is that the squatters simply 
want a place to live, while the 
Americans are looking for 
quarters as nearly as possible 
like those they've had at home. 

From an American point of 
view, “luxury flats,” at luxury 
prices, are misnamed. They 
provide little more than the 
minimum necessities: a bath- 
tub or shower, hot and cold 





running water, some sort of heating and 
cupboards in the kitchen. 

Unfurnished flats are virtually non- 
existent, because rent control is strictly 
enforced. If the apartment contains a few 
sticks of furniture, however, the owner 
can charge almost anything the traffic 
will bear. So-called rent tribunals have 
been set up in some of the cities, but they 
haven't touched yet the majority of ex- 
pensive flats. 

Buying a house brings on terrific head- 
aches. First of all, prices are about 150 
per cent higher than they were before 
the war, and they still are climbing. You 
can buy a 30-acre estate with a large 
mansion containing half a dozen bath- 
rooms for about $50,000, but few persons 
can afford the price or the cost of run- 
ning such a place. Finding servants to 
help run it also would be difficult. 

As a result, smaller homes are selling 
for prices far out of reason. A small 
bungalow six feet away from other 
houses on either side will sell for $14,000 
in the London suburbs. Most houses are 
just part of a long row, or are semi- 
detached. Some advertised as in first- 
class condition turn out to have been 
exposed to near misses by bombs. All 
houses are dirty outside, because they 
haven't had a coat of paint since before 
the war, and, with present restrictions, 
probably won't be painted for another 
couple of years. 

If the house has suffered direct bomb 
damage, the Government will make the 
repairs on the basis of bomb insurance 
collected during the war, or owners can 
apply for a license to repair the house. 
This is becoming increasingly difficult 
because most housing supplies are being 
funneled into new construction. 

Many things needed for housing also 
are going into the black market, for, 
without a license, repairs are 
limited to $8 in any one month 
and not more than $40 in six 
months. As a result, repairs 
are made secretly at night or 
during the week end in many 
places. 

Once you find a house that 
looks acceptable, there are new 
problems to be met beyond 
fixing up cracks in the plaster, 
replacing wallpaper, and clean- 








ing up dirty paint. In Britain, house own- 
ers take their lamps and kitchen ranges 
with them when they move, so usually 
you move in with not more than one light 
cord, devoid even of a bulb, hanging in 
each room. There is no central heating, 
and, unless an electric heater has been 
built in as a permanent fixture, the rooms 
will have no means of heating except pos- 
sibly a fireplace. 

In the kitchen will be an “ideal” stove 
to heat the room and provide hot water. 
But you have to run it summer and 
winter despite the rationing of coal, 
so the arrangement is very much of a 
chore. 

Except for a few modem flats and 
expensive “architect-designed” houses, 
British homes have no refrigerators. In- 
stead, there is a larder (pantry) with 
shelves where the food is kept. A small 
window, usually without a screen, ad- 
mits air. 

Upstairs, the story is the same: no heat, 
bare lamp cords. The toilet is in a sep- 
arate room from the bathtub, and there 
is no washbasin with it. The hot-water 
tank is in the linen closet. To organize 
this floor for some sort of comfort, you 
have to buy lamps costing $25 to $50 
each and electric heaters, among other 
things. 

But with gas and electricity to be 
rationed, or at least restricted, this win- 
ter, you dont dare electrify anything. 
British reaction to the American urge to 
make the running of a house a little 
easier is to contend that American women 
are spoiled if they want hot running 
water without lugging coal and ashes 
all year, or a refrigerator to preserve food 
and make cooking less tedious. 

The trouble is that most British women 
never have known modern conveniences 
and don’t feel that they've cleaned their 
houses adequately or done a day's work 
unless they’re exhausted. Perhaps they'll 
get ideas as to what home comfort can 
mean when they see the new appliances 
and gadgets now being shown at the 
“Britain Can Make It” Exhibition. 

M. A. D. 
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MORE FOOD IS EXPECTED IN 1947 
AS CROPS AND. TRANSPORT IMPROVE 


No widespread famine is likely, 





but world will be a long way from 
the ‘normal’ diet of prewar days 


Reported from LONDON, NEW 
DELHI and WASHINGTON 


The world next year will escape 
repetition of the desperate food shortage 
experienced this spring and_ early 
summer. 

Rations will be short in many 
countries. In some places there will be 
actual starvation. In general, however, 
the threat of famine will be less acute. 
Better crops, combined with repairs to 
transport systems that were smashed by 
war, are to make it possible to deliver 
more food to more people. 

A survey of the food outlook shows 
this: 
qj Around the world, larger crops of 
wheat, sugar and potatoes and a larger 
fish catch now are contributing to in- 
creased supplies. The world also is pro- 
ducing somewhat more rice and vege- 
table oils, but supplies of meat, dairy 
products and animal fats will continue 
to be as scarce next year as this year. 

Reports coming in from wheat areas 
in all continents show that, when all the 
grain is in, the world will have more 
wheat this year than at any time during 
the war. The crop will about equal the 
prewar average of 5,900,000,000 bush- 
els. On that fact is based the optimism 
about food conditions in countries where 
bread is eaten. 

Rice eaters—mainly Asia's millions— 
can look for somewhat larger supplies of 
their staple food next year, but the rice 
supply still will be about 10 per cent 
smaller than before the war. Because of 
Asia's rapidly increasing population, the 
new rice crop will not be adequate to 
prevent starvation. The whole world is 
expected to grow 6,900,000,000 bushels 
of rice, compared with the 6,300,000,000 
bushels grown this year, but this still 
will be below the 7,400,000,000 bushels 
of prewar years. As a result, many In- 
dians and Chinese will go hungry. 

@ Trouble spots are Europe and Asia: 

In Europe, where wheat is the key to 
the food situation, the crop will be about 
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1,200,000,000 bushels, an improvement 
over the 1,030,000,000 bushels of this 
year but still below the prewar average of 
1,620,000,000 bushels. 

Heavy rains in England and Western 
Europe, combined with drought in East- 
ern Europe, are to reduce grain sup- 
plies. The English rain, falling all during 
harvest time, is causing grain to sprout 
in shocks. As a result, much of it will be 
unfit for bread but still partly usable as 
animal feed. 

Lack of rain in Eastern Europe and 
European Russia is especially hard on 
the corn crop, as well as wheat. The com- 
bined output of bread grains, potatoes 
and sugar beets in Central and Eastern 
Europe is not likely to exceed 70 per 
cent of prewar. Fertilizer shortages and 
political unrest contribute to this result: 

The sun-warmed Mediterranean basin 
will make the best showing. Greece, Italy, 
Spain and French North Africa all have 
much better crops than last year. In- 
creases in corn, rice, potatoes, sugar beets 
and olive oil help to: push output from 
55 per cent of prewar last year to more 
than 85 per cent of prewar this year for 
the region. 

Worst off in Europe are Western Ger- 
many and Austria, where bad weather, 
political conditions and lack of man pow- 
er all contribute to making the food pros- 
pects for next year as dark as the actu- 
ality this year. 

In Asia, a somewhat better rice crop 
is offset by the increased birth rate, which 
in the last five years has added 25 mil- 
lion mouths to be fed in India alone. 

Siam, Burma and French Indochina, 
normally a great surplus area for rice, 
still are far below prewar levels. Produc- 
tion has been upset by effects of the 
Japanese occupation, by lack of incentive 
goods that farmers can buy for their in- 
come and by political unrest. 

China and India will continue to feel 
famine. In China, one chief trouble is 






that civil war between Nationalists and 
Communists cuts across a vital North- 
South rail line. Thus, hungry millions in 
the underfed South and Central regions 
cannot get rice from the Northwest, 
where crops are good. China faces a rice 
deficit. of 5,400,000 tons below prewar 
consumption. Relief for China will de- 
pend on outside financing to’ pay for 
imported rice and other grains. 

For India, three critical months lie 
ahead before the December rice harvest. 
India is bridging the gap by importing 
substitute grains and cutting rations in 
some areas. India is counting on help 
from the United States, Brazil and other 
countries, but outside supplies are not 
coming through in large enough quanti- 
ties. Hardship is inevitable. 

@ Abundant food production is in pros- 
pect for most of the Western Hemisphere. 

Canada expects a total wheat harvest 
for the year of more than 440 million 
bushels, the largest since 1942 and 35 per 
cent greater than last year. Grain now is 
moving directly from the wheat fields to 
Britain via the port of Churchill on Hud- 
son Bay, going from Canadian farmer to 
British grocer in a matter of weeks. Oats 
and barley are more plentiful than last 
year. 

The United States is harvesting 
another record wheat crop, some 1,160,- 
000,000 bushels, 37 million bushels more 
than last year’s crop. The Department of 
Agriculture estimates that next year's 
crop will be almost as big, barring bad 
weather. These two crops are larger than 
any U.S. wheat fields have produced 
since 1938. But this year, to feed hungry 
Europe and Asia, the U. S. dug deep into 
its wheat stocks, leaving one of the 
smallest wheat carry-overs in 20 years. 
Export goals for next year have been in- 
creased to 275 million bushels, but a 
large carry-over will remain in U.S. 
granaries as a hedge against bad crops 
in future years. 

American production of fats and oils, 
however, will be smaller next year than 
this, necessitating increased imports and 
leaving less for sale abroad. Stocks on 
hand are the smallest in 20 years. Meat 
production in the U.S. also will be less 
than this year, although it may be 
boosted in part by a larger pig crop. 

The recent shipping strike in U.S. 
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EXCELLENT WHEAT CROPS ALONE CANNOT FORESTALL STARVATION. 


ports came at a time when the Far East, 
especially, was depending on imports 
from the U.S. The tie-up has aggravated 
undernourishment in many countries, 
adding to transport difficulties inherited 
from the war days. 

Argentine exports of corn and wheat 
still are far below prewar levels, though 
meat exports are running above the 1945 
figure. Argentine farmers are seeding 
about 10 per cent more land to wheat for 
next years crop than this year, so the 
rate of grain exports will improve. 

@ Effect of these world crop prospects, 
promising slightly better conditions next 
year, will be this: 

Rationing will continue in most coun- 
tries that now use this system for making 
reduced food supplies go farther. Russia 
and Britain, for instance, will continue 
bread rationing. 

International controls of food to send 
emergency supplies where they are most 
needed are certain to continue. A free 


market in food is a long way off. Pro- 
posals to control surplus crops, now 
under study, will be considered with less 
urgency. 

Financial help will be needed by 
underfed countries, such as China and 
India. Much of this credit will come from 
the U.S. Occupied countries that were 
in the enemy camp in the war will con- 
tinue to need imported food. 

Britain and some Western European 
countries, because of disappointing har- 
vests, will have to import more food. This 
means that they will spend fewer dollars 
for manufactured goods in the U.S. and 
for industrial raw materials. A bigger 
slice of the budget than originally 
planned will have to go for food imports. 

World shipping still will be hard put 
to deliver food where it is needed. 


Though harvests are better, chief im- 
provement is in areas far from hunger 
centers. This means more ships must be 
reserved for carrying food. 





Bigger markets for wheat in countsies 
that never ate much wheat before are 
likely in future years. Indians who knew 
only rice now are accepting wheat as 
a substitute. In Mexico and Brazil, corn- 
eating workers enjoying higher incomes 
are beginning to taste wheat for the first 
time, and they like it. This may lead to 
smaller wheat surpluses in future years. 

Bigger stocks of grain are going to be 
held in reserve next year than this. Few 
countries will risk cleaning out their 
granaries again as was done to meet an 
emergency situation this year. 

New land will have to be plowed. 

There are 5 to 10 per cent more mouths 
to feed now than before the war. The 
world cannot get along on prewar food 
production. 
@ No famine on a vast scale is likely 
this coming year. The world is a long 
way, however, from even a “normal” 
prewar diet. Abundance will not even 
be in sight until at least 1948. 
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NEW LOANS ABROAD 
BOOST U. S. EXPORTS 


Large sales overseas now supported 
by extension of Government credit. 
Return to private financing is aim 


Postwar loans of the U.S. Gov- 
ernment through the Export-Import 
Bank are being used by other countries 
to buy more than $2,200,000,000 worth 
of goods from American ‘manufacturers 
for shipment abroad. 

Deliveries of goods are beginning 
to reach substantial figures. They have 
advanced from 59 million dollars in the 
second half of 1945 to 500 million dol- 
lars during the first half of this year, and 
the rate is increasing. The expectation is 
that such shipments during the next 12 
months will account for 15 per cent of 
gross U.S. exports. 

Increasing production in the U.S. is 

behind the growth in fulfillment of over- 
seas contracts, deliveries on which must 
be made before Export-Import credits 
are drawn down by the borrowers. 
@ Return to private hands of this lucra- 
tive business is the objective of a long- 
range program already under way. It has 
been launched by President Truman's 
Committee for Financing Foreign Trade, 
headed by Winthrop W. Aldrich, Chair- 
man of the Chase National Bank. 

Countries with good credit in the U. S. 
will get first loans from private sources. 


But it may be as long as 10 years before 
commercial banks and private investors 
are prepared to help finance trade and 
development projects proposed by some 
Latin-American nations. That gap, mean- 
while, will have to be filled by Govern- 
ment funds. 
@ What loans are buying is shown by 
an analysis of reports of the Export-Im- 
port Bank, which now is giving temporary 
emphasis to reconstruction loans for coun- 
tries that suffered damage during the 
war. . | 
France, Belgium and the Netherlands 
have been promised 655 million dollars 
for food, clothing, transport equipment, 
industrial machinery and other supplies 
requested under Lend-Lease but not 
ordered before that program ended. 
Food, animal feed, coal and oil, raw 
materials and industrial equipment worth 
585 millions are scheduled to go to Bel- 
gium, Denmark, Norway, Finland, the 
Netherlands and the Netherlands Indies. 
Transport vehicles and repair equip- 
ment costing 381 million dollars have 
been ordered under the loans granted 
France, China, Greece, Poland and sev- 
eral Latin-American countries. Included 
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are locomotives, airplanes, cargo vessels, 
coal cars and highway construction equip- 
ment. 

A total of 143 million dollars has been 
set aside for purchase of raw cotton by 
several European countries and China. 

Machine tools worth 100 million doi- 
lars are being shipped abroad, the largest 
portion destined for France. Some of 
these are tools declared surplus by the 
U.S. Army and Navy. 

Farm implements and machinery ac- 
count for 65 million dollars of the Bank’s 
loan program. Most of these will be paid 
for out of the reconstruction loan to 
France of 650 million dollars. 

Steel and steel-mill equipment worth 
58 millions will be financed by Export- 
Import credits to France and Chile. 

Forty-six million dollars in electrical 
and communications equipment is on or- 
der, with several countries sharing those 
products. 

Other major categories of orders are: 
mining and chemical equipment, 36 mil- 
lion dollars; construction equipment, 33 
million dollars; power plants and water- 
works, 11 million dollars. 

@ Ultimately, much of this business will 
be restored to private channels. Business 
and Government officials alike acknow- 
ledge that unsettled conditions caused by 
a depression and then a war require the 
use of public funds now to support world 
trade. But they are looking ahead to the 
day when such commerce will be able to 
stand on its own feet. | 

To prevent the long process of shifting 
from one source of financing and invest- 
ment to another from getting out of 
hand, the Aldrich Committee now has 
established procedures for keeping in 
constant touch with Washington. It. will 
work through the National Advisory 
Council, a group of fiscal officials of the 
U.S. Government. 
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"Economic planning" for all Europe is what's offered in proposals to the 
United Nations made by the U.S., Britain and Poland. 

Core of the elaborate proposals is an economic commission that would inte- 
grate and unify the economic policies of the Continent. 

General idea is to shift man power to critical Spots, co-ordinate and de= 
velop electric power, unify transport systems, eliminate bilateral trade. 

Proposals are revolutionary. They seek, to unprecedented extent, to cen- 
tralize economic planning not only for the emergency period but for long years to 
come. But a big blank is Germany, not included in the scheme for obvious reasons. 

Most of the United Nations see merit in parts of the scheme, see that some 
co-ordination is needed. But Russia and several satellites will not agree to 
Europe as a self-contained unit, at least not if controlled by the West. 

Probable outcome: a mild co-ordination of reconstruction plans of Western 
European countries, an attempt to make all the five-year plans come out even. 




















Unified Europe or not, Russia is pushing out, making more trade contactSeeecee 

British and Russians now are reported moving toward a trade agreement, in 
the works for months. The deal will be mainly Russian agricultural products and 
timber in exchange for British machinery. Meanwhile, in Germany, the British and 
Russians are beginning to open up a little on their interzonal trade. 

The Swedish Parliament, to vote on the Russian trade pact early in October, 
will approve it, cannot well draw back at this late date. 

Also, Finland asks Sweden for a loan. This would be another tie to Russia. 

Settlement of Russian Lend-Lease is still onthe U.S. agenda. U.S. officials 
see this as a possible wedge for opening up trade talks. But the Russians are in 


no hurry and will not be if they can get quantities of machinery out of Great 
Britain and Sweden. 

















The U.S. is about to announce its cartel policy in Germany..eee. 

American plan calls for reorganization of cartels with head offices in U.S. 
zone; reorganization or sale of subsidiaries with head offices in other zones. 

The drive will be directed against monopolistic companies and combinations. 

Program also seeks to do away with holding companies, interlocking direc- 
torates and patent restrictions--all elements in cartels before the war. 

Originally, it was hoped the other occupying powers would collaborate in this 
program. At one time there was a show of interest from the British. But no agree- 
ment has yet been reached. So the U.S. will go ahead alone. 

A number of American firms have interests in the big German cartels. 

















Competition in textiles is sharpening up in Europe€..eece 

Italy is concentrating on textiles more than any other country ‘in Europe. 
Her textile plants were largely undamaged by the war. 

Much of her business is on a commission basis. Here's the way it works: 
Cloth-hungry countries--Sweden, Denmark, Norway, Switzerland, South Africa 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


--send cotton, wool, staple fiber (rayon) to Italy for Spinning and weaving. 
Italy then processes these raw materials and keeps a portion of the finished 
goods as payment for the processing. Most of these goods she then exports. 
By such arrangements, Italy is building up quite an export trade in textiles. 
Her goods are showing up in Latin America, the Middle East, South Africa. 








Textile manufacturers in Britain worry about this unexpected competition. 

Italian quality is not up to British, but British textiles are scarce. 

For example, British exports of cotton piece goods in the first seven months 
this year were 60 per cent below those for the similar period of 1939. Main trouble 
is shortage of labor in the British mills. 

The time is ripe for big British shipments now that exports of Brazilian and 
Indian textiles are prohibited, the Japanese program is just about to get under 
way and American sales abroad are restricted by Government order. 











Superficially, the external trade of Japan is making a good showing--far 
better than that of Germany, Austria, Italy or other former enemy countries. 

Japanese exports in the first seven months this year outpaced imports. 

Reason is that Japan sold accumulated stocks--of tin, lead, antimony, but 
mostly raw silk that piled up during the war years. 

Silk shipments accounted for 57 per cent of exports. 

Silk stocks in Japan will be drawn down to rock bottom this year to pay for im- 
ports consisting mostly of food, petroleum and industrial salt. 

But the Japanese Government is to increase silk production, hold down 
domestic consumption and build up exports. By 1951, the plans are for silk exports 
to reach 226,800 bales, compared with an estimated 130,000 in 1946. 

One hitch is that, to do this, mulberry acreage will have to be expanded 
greatly in the face of the need for land for growing food. Tillable land is, and 
always was, one of the scarcest things in Japan. 


























Another hitch is that the great prewar market for silk is a thing of the past. 
Silk stockings already are becoming a drug on the market in the U.S. Silk prices 
will not remain high. The Japanese may be hitching up the wrong wagon. 





Commodity prices are Showing divergent trends on world marketsS.ecee. 

Rubber is the first major commodity to show definite signs of price weakness. 
This was expected. Malayan rubber is piling up in Singapore, as buyers hold off, 
hoping for lower prices. British interests want the U.S. to buy more and bolster 
the market. The U.S. will buy more rubber immediately, but at lower prices than 
were agreed upon last June. New agreement on price is under negotiation. 

Meanwhile, in cocoa, the shoe is on the other foot. The British control 60 
per cent of the world supply. To get any cocoa at all, the U.S. is having to raise 
price ceilings. Through bargaining, the U.S. could balance off its weakness in 
British cocoa negotiations with its strength (because of synthetic production) in 
rubber. So far this has not been done. 











Netionalization continues at a rapid pace in Latin America..... 

Now Panama is to purchase all electric power companies operating in that coun- 
try. Subsidiary of an American corporation apparently would be involved. 

This is symptomatic of a growing trend. Other symptoms: 

Brazil proposes to take over from the British owners the Sao Paulo railroad, 
a lucrative short line over which passes the bulk of the Brazilian coffee. 

Argentina, also, is moving in the same direction, is gradually taking over 
public utilities owned by non-Argentines. The International Telephone subsidiary 
and the British railroads are examples of the trend. But expropriation of U.S. 
and British packing plants is to be delayed because of expense involved. 

Precursor to these actions was the oil expropriation in Mexico in 1938. But 
that hasn't turned out so well. The Mexican Government is now trying to figure out 
away of enticing American capital back into Mexican oil without losing face. 




















42 « WORLD REPORT 

















WAR OR PEACE?—STALIN’S VIEWS 


Comparison of Generalissimo’s statements on Soviet policy 


(Text of questions submitted to Generalissimo Joseph 
Stalin by Alexander Werth, Moscow correspondent of 
the Sunday Times of London, and of the written answers 
made by the Soviet Premier. The translation was made 
by the Soviet Monitor in London, from a broadcast on 
Sept. 24, 1946 by Radio Moscow. 

(Following the question-and-answer text, WORLD 
REPORT reprints two previous observations by Stalin 
setting forth the Soviet Government’s interpretation of 
the causes and prospects of war.) 


Q. Do you believe in a real danger of a “new war,” about 
which at the present time so much irresponsible talk is being 
carried on? What steps should be taken for preventing war if 
such danger exists? 

A. I do not believe in a real danger of a “new war.” The 
noise is being raised about a “new war’ mainly by military- 
political scouts and their few supporters from the ranks of 
civilian officials. 

They need this noise if only (A) to frighten with the 
specter of war some naive politicians from the ranks of their 
counteragents [opponents] and thereby aid their governments 
to extract more concessions; (B) to make difficult for some 
time the reduction of military budgets in their countries; (C) 
to check demobilization of troops and thereby prevent quick 
growth of unemployment in their countries. 

It is necessary to distinguish sharply between the noise 
about a “new war,” which is being carried on now, and the 
real danger of a “new war,” which does not at present exist. 

Q. Do you think that Great Britain and the United States 
consciously are forming a “capitalistic encirclement” of the 
Soviet Union? 

A. I do not think the ruling circles of Great Britain and 
the United States of America could create a “capitalistic 
encirclement” of the Soviet Union even if they wanted to 
do this, which, however, we cannot affirm. 

Q. Speaking in the words Mr. Wallace used in his last 
speech, can England, Western Europe and the United States 
be assured that Soviet politics in Germany will not be turned 
into a weapon of Russian efforts directed against Western 
Europe? 

A. I believe using Germany by the Soviet Union against 
Western Europe and the United States of America is excluded. 
I believe this is excluded not only because the Soviet 
Union is bound by a treaty of mutual assistance against 
German aggression with Great Britain and France, and 
with the United States of America by the decisions of 
the Potsdam Conference of the three great powers; but 
also because the politics of using Germany against Western 
Europe and the United States of America would mean a 
departure of the Soviet Union from its fundamental national 
interests. 

Speaking briefly, the politics of the Soviet Union in the 
German question comes down to demilitarization and de- 
mocratization of Germany. I think that demilitarization and 
democratization of Germany presents one of the most im- 
portant guarantees for the establishment of a sound and last- 
ing peace. 

Q. What is your opinion about the accusation that the 
policies of Communist parties in Western Europe are “dic- 
tated by Moscow?” 
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THE ANSWER MAN 
Joseph Stalin ponders some $64 questions 


A. I consider this accusation absurd and to be borrowed 
from the bankrupt arsenal of Hitler and Gébbels. 

Q. Do you believe in the possibility of a friendly and last- 
ing collaboration of the Soviet Union and Western democracy 
despite the existence of ideological discord, and in friendly 
competition between the two systems, of which Wallace spoke 
in his speech? 

A. I do, unconditionally. 

Q. During the sojourn here of the [British] Labor Party 
delegation, you, as I understood it, expressed belief in the 
possibility of friendly relations between the Soviet Union and 
Great Britain. What could help in the establishment of these 
relations, which are so eagerly desired by the broad masses 
of the English people? 

A. I really believe in the possibility of friendly relations 
between the Soviet Union and Great Britain. Establishment of 
such relations would be appreciably helped by strengthen- 
ing political, trade and cultural relations between these 
countries. 

Q. Do you believe that the quickest withdrawal of all Amer- 
ican forces in China is vitally necessary for the future of peace? 

A. Yes, I do. 

Q. Do you believe that the actual monopoly possession of 
the atomic bomb by the United States of America is one of 
the principal threats to peace? 

A. I do not believe the atomic bomb to be as serious a 
force as certain politicians are inclined to regard it. Atomic 
bombs are intended for intimidating weak nerves, but they 
cannot decide the outcome of war, since atomic bombs are by 
no means sufficient for this purpose. Certainly monopolist 
possession of the secret of the atomic bomb does create a 
threat, but at least two remedies exist against it: 
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(A) Monopolist possession of the atomic bomb cannot 
last long. 

(B) Use of the atomic bomb will be prohibited. 

Q. Do you suppose that with the further advance of the 
‘ Soviet Union toward communism the possibilities for peaceful 
collaboration with the outside world will not decrease in so 
far as this concerns the Soviet Union? Is “communism in one 
country’ possible? 

A. I do not doubt that the possibilities for peaceful col- 
laboration not only will not decrease, but can even increase. 
“Communism in one country” is fully possible, especially in 
such a country as the Soviet Union. 

= 2 2 
(Following are pertinent extracts from Stalin’s speech 
of Feb. 9, 1946, before electors of the Stalin District of 

Moscow.) 


. . . It would be wrong to believe that the Second World 
War broke out accidentally or as a result of the mistakes of 
some or other statesmen, though mistakes certainly were made. 
In reality, the war broke out as an inevitable result of the 
development of world economic and political forces on the 
basis of modern monopoly capitalism. 

Marxists have stated more than once that the capitalist sys- 
tem of world economy conceals in itself the elements of gen- 
eral crisis and military clashes, that in view of this in our time 
the development of world capitalism takes place not as a 
smooth and even advance but through crises and war catas- 
trophies. 

The reason is that the unevenness of the development of 
capitalist countries usually results, as time passes, in an abrupt 
disruption of the equilibrium within the world system of capi- 
talism, and that a group of capitalist countries which believes 
itself to be less supplied with raw materials and markets usual- 
ly attempts to alter the situation and redivide the “spheres of 
influence” in its own favor by means of armed force. 

This results in the splitting of the capitalist world into two 
hostile camps and in war between them. 

Perhaps the catastrophies of war could be avoided if there 
existed the possibility of redistributing periodically raw mate- 
rials and markets among the countries in accordance with their 
economic weight—by means of adopting co-ordinated and 
peaceful decisions. This, however, cannot be accomplished 
under present capitalist conditions of the development of 
world economy. 

Thus the first crisis of the capitalist system of world economy 
resulted in the First World War, and the second crisis resulted 
in the Second World War..... 


(The following is a portion of an Order of the Day ise 
sued by Stalin on May 1, 1946, in Moscow.) 


_, . . One year ago the Red Army hoisted the banner of 
victory over Berlin and completed the defeat of fascist Ger- 


many. Within four months after the victorious termination of 
the war against Germany, imperialist Japan downed her arms. 
The Second World War, prepared by the forces of interna- 
tional reaction and unleashed by the chief fascist states, ended 
in a full victory of the freedom-loving peoples. The smash-up 
and liquidation of the main hotbeds of fascism and world ag- 
gression resulted in deep changes in the political life of the 
peoples of the world, in a wide growth of the democratic 
movement among the peoples. 

Taught by the experience of war, the popular masses real- 
ized that the destinies of states cannot be entrusted to reac- 
tionary leaders, who pursue the narrow caste and selfish anti- 
popular aims. It is for this reason that peoples which no longer 
wish to live in the old way take destinies of their own states 
into their own hands, establish democratic order and carry 
on an active struggle against the forces of reaction, against in- 
stigators of a new war. The peoples of the world do not wish 
a repetition of the calamities of war. They fight persistently for 
the strengthening of peace and security. 

In the vanguard of the struggle for peace and security 
marches the Soviet Union, which played an outstanding part 
in smashing fascism and fulfilled its great mission of liberation. 
The peoples liberated by the Soviet Union from the fascist 
yoke received an opportunity of building their state life on 
Democratic principles, of realizing their historical aspirations. 
On this road they find fraternal assistance on the part of the 
Soviet Union. 

The entire world has had an opportunity to convince itself, 
not only of the power of the Soviet state, but also of the char- 
acter of its policy based on the recognition of equality of all 
peoples, respect for their freedom and independence .. . 

Developing peaceful socialist construction, we should not 
forget for a single minute the intrigues of international re- 
action, which is hatching plans for a new war. It is neces- 
sary to remember the teaching of the great Lenin to the 
effect that, in passing to peaceful labor, it is necessary to be 
constantly vigilant; to protect as the apple of.,one’s, eye the 
armed forees and defensive power of our country. 

The armed forces of the Soviet Union—our land troops, air 
forces and navy—discharged their duty to the Motherland in 
the Great Patriotic War. Now our armed forces are faced with 
a task of no less importance: vigilantly to guard the hard-won 
peace and the constructive labor of the Soviet people, to be 
the reliable bulwark of the interests of the Soviet Union. 

The successful accomplishment of this honorable task is 
possible only on the condition of further growth of military 
culture and military skill of the officers and men of our Army, 
our Navy and our aviation. The armed forces of the Soviet 
Union must daily improve their military art on the basis of 
experience of war, on the basis of the progress of military 
science and technique. Beyond any doubt, our Army, our Navy 
and our aviation will accomplish with honor all those tasks 
facing them... 





BASES OF U. S. TRADE PROGRAM 


The four principles stressed by the State Department 


(Text of an address by Clair Wilcox, Director, Office 
of International Trade Policy, U. S. Department of State, 
before the National Industrial Conference Board, in New 
York, Sept. 26, 1946.) 


. gore ARE THREE generalizations concerning American 
diplomacy that must be known to every schoolboy. The 
first is that foreign diplomats are exceedingly clever, that 
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American diplomats are not very bright and that when. the 
two sit down together the Americans invariably lose their 
shirts. The second is that diplomatic negotiations are always 
so shrouded in secrecy that the American people cannot dis- 
cover how badly they are being sold out. And the third is 
that these negotiations are usually accompanied by a_- flood 
of propaganda, at considerable expense to the taxpayer. 

All of these things you will doubtless hear, again and again, 
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as this Government enters into the preparatory meetings lead- 
ing up to the World Conference on Trade and Employment 
that are planned for the coming months. In order that you 
may be adequately prepared for the loss of your shirts, the 
impenetrable silence, and the noisy propaganda that lie ahead, 
I should like to give you some indication of just what your 
Government is up to. 

The international trade policy that has been espoused by 
the United States is based upon four fundamental principles. 
First, we believe that the volume of international trade should 
be large—larger, certainly, than it was between the wars. Sec- 
ond, we believe that international purchases and sales should 
be made, at our end of the transaction, at least, by private 
enterprise. Third, we believe that trade should be multilateral 
rather than bilateral. And, fourth, we believe that it should be 
nondiscriminatory. I should like to examine each of these 
propositions in turn. 

First, I have said that the volume of international trade 
should be large. We want large exports and large imports 
and we want them for reasons that are grounded, in large 
part, in our own interests. I do not mean to imply that we 
must push exports as a means of maintaining employment in 
the United States. That, in strict logic, is not the case. If, in- 
stead of seeking both quantity and quality in our employment, 
we were to content ourselves with quantitv alone, we could 
doubtless have it with little or no foreign trade. If we were 
to accept the necessary controls, it is conceivable that we 
could keep everybody steadily at work in a closed economy. 
But it would require a drastic readjustment for us to do so; 
it would reduce the output of our labor; it would impair the 
well-being of our people. 

We want large exports. An important part of our agri- 
cultural activity has long been directed toward sales abroad. 
And now our heavy, mass-production industries are also 
geared to a level of output which exceeds the normal, peace- 
time demands of the domestic market. The maintenance of 
the type of plant, technology, labor force and management 
that they require is essential to the preservation of our eco- 
nomic health and even of our national security. It will be 
easier for us to maintain both the quantity and the quality of 
our employment, it will be easier for us to insure our se- 
curity, if we keep our labor at work, insofar as possible, in the 
industries where it is most effectively employed. And this 
means that we must sell substantial quantities of our output 
abroad. 

We want large imports. The war has made great inroads 
on our natural resources; we have become and will increas- 
ingly become dependent upon foreign supplies of basic ma- 
terials. The quantity and the variety of our demand for con- 
sumers goods is capable of indefinite expansion. If we are to 
sell to others, we must be prepared to accept payment in the 
goods that they are better able to provide. Nor is that to be 
regarded merely as a necessary evil. Our imports are essential 
to our industrial strength, to the richness and the diversity of 
our daily living. 

But abundant trade will not benefit the United States alone. 
Many nations, particularly the smaller ones, are more de- 
pendent on foreign commerce than are we. Wider markets, 
with increased specialization and more active competition, 
should enhance the efficiency of their industries and cut their 
costs. More goods should flow from less effort and levels of 
consumption should be heightened all around the world. A 
renewed sense of well-being should contribute, in turn, to 
domestic stability and to international peace. Untrammeled 
trade is not an end in itself; it is a means to ends that should 
be held in common by all mankind. 

Our second principle is that the foreign trade of the United 
States should be carried on by private enterprise. Indeed, we 
should prefer this pattern, by and large, for international 
trade in general. We should prefer it because private opera- 
tion, in our view, affords the best assurance that trade will be 
competitive, efficient, progressive, and nondiscriminatory and, 








finally, that it will be nonpolitical. Businessmen will ordi- 
narily seek to buy in the cheapest market and sell in the dear- 
est one; governments, if actuated by something other than 
economic motives, may deliberately buy where prices are high 
and sell where they are low. Private transactions are carried 
on at private risk; if they are displeasing to individuals, they 
need not involve the state. Public transactions must be ef- 
fected by governments; if they give rise to dissatisfaction, 
they are all too likely to become the subject of diplomatic 
representations. International relations, in all conscience, are 
difficult enough without creating a situation in which any 
purchase and any sale may assume the character of an inter- 
national incident. 

It must be recognized, of course, that the postwar transi- 
tion, even for the United States, may temporarily require some 
hang-over of public trade. Lend-Lease must be wound up. 
Relief must be provided. Trade must be opened with the 
occupied areas. We must be assured continued access to 
certain materials that are still in critically short supply. 
But our policy for the long run is clear. The foreign trade 
of this country—almost all of it—will be in private hands. 
The persisting exceptions will be few; they will be con- 
fined almost entirely to transactions that are essential to 
our military security. 

As you know, the United States has requested the nations 
that have maintained wartime purchasing missions in this 
country to limit their operations to commodities required for 
civilian relief and rehabilitation, to confine them to the normal 
channels of trade, to make their purchases in accordance with 
commercial considerations, and to liquidate their operations 
at the earliest possible moment. In general, the responses to 
this request have been favorable. Several of the missions are 
expected to go out of business by the end of the year. Others 
have curtailed their commercial operations and confined their 
activities to expediting private trade. Though there will al- 
“ways be some residue of foreign government procurement in 
the United States, the wartime pattern of purchasing mission 
activity is slated gradually to disappear. 

We can determine how trade is to be conducted within 
our own borders; we cannot determine how it is to be con- 
ducted abroad. Nationalization has made great progress in 
many countries since the war. We may not welcome this, but 
there is very little that we can do about it. Where American 
investors are expropriated, we can demand prompt and ef- 
fective compensation. Where loans are requested, we can, if 
we choose, refuse to grant them. But Ruritania’s organization 
of her international economy is Ruritania’s business and if 
she embraces—or tolerates—collectivism, the best that we can 
do is to accept her course as one of the facts of life and adjust 
ourselves to it. 

Our problem here is difficult, but it is one to which a solu- 
tion must be found. We do not wish to isolate ourselves from 
the collectivist economies, to divide the world into public- 
trading and private-trading blocs. Nor do we believe that 
the forms and the methods of collectivism should be em- 
ployed in carrying on the whole of the world’s trade simply 
because they provide the most convenient method of dealing 
with the small fraction of that trade that is in public hands. 
The solution must be found, rather, in an arrangement 
which will enable the free-market economies and the con- 
trolled economies to trade with one another on a basis of 
equal treatment and mutual advantage. And this is what 
we seek. 3 

Our third principle is that international trade should be 
multilateral rather than bilateral. Particular transactions, of 
course, are always bilateral; one seller deals with one buyer. 
But under multilateralism the pattern of trade in general is 
many sided. Sellers are not compelled to confine their sales to 
buyers who will deliver them equivalent values in other goods. 
Buyers are not required to find sellers who will accept payment 
in goods that the buyers have produced. Traders sell where 
they please, exchanging goods for money, and buy where they 


OCTOBER 8, 1946 « 45 











please, exchanging money for goods. This arrangement is 
the rule in the domestic market; it has had its counterpart in 
international trade. Thus, in the years before the war, we 
bought from Brazil twice what we sold her, and from Malaya 
10 times as much as we sold her, while, at the same time, we 
sold the River Plate countries twice, and the United Kingdom 
three times, as much as we bought from them. 

Bilateralism, by contrast, is akin to barter. Under this sys- 
tem, you may sell for money, but you cannot use your money 
to buy where you please. Your customer insists that you must 
buy from him if he is to buy from you. Imports are directly 
tied to exports and each country must balance its accounts, 
not only with the world as a whole, but separately with every 
other country with which it deals. 

The case against bilateralism is a familiar one. By reducing 
the number and the size of the transactions that can be 
effected, it holds down the volume of world trade. By re- 
stricting the scope of available markets and sources of supply, 
it limits the possible economies of international specialization. 
By freezing trade into rigid patterns, it hinders accommoda- 
tion to changing conditions. True multilateralism is nondis- 
criminatory; bilateralism is inherently discriminatory. Multi- 
lateralism follows market opportunities in a search for purely 
economic advantage; bilateralism invites the intrusion of po- 
litical considerations. 

During the °30s, bilateralism found its principal expression 
in blocked exchanges and discriminatory import quotas. To- 
day, it manifests itself most conspicuously in a whole series 
of short-run, barter-trade agreements involving those nations 
whose economies have been most seriously disrupted by the 
war. These agreements are the inevitable product of serious 
shortages of goods, instability of currencies and persisting 
exchange controls. They may have made possible a consider- 
able volume of trade that otherwise could not have taken 
place at all. But as goods become available in ample quan- 
tities, as currencies are stabilized, and as exchanges are freed, 
the need for them, real or apparent, should disappear. As 

multilateralism comes to offer the promise of superior oppor- 
- tunities to buyers and to sellers, such contracts will look less 
tempting than they do today. 

More serious, however, are a few cases of bilateral agree- 
ments between important trading nations, involving large 
quantities of goods and running for long terms of years. In 
our view, such agreements are bound to be discriminatory, 
since they give the seller an advantage over all other sellers 
in obtaining access to markets and assure the buyer a pre- 
ferred position in procuring supplies. Their very existence 
may induce or even compel other nations to enter into similar 
arrangements for the protection of their own interests. For 
the duration of such contracts, sellers will not be free to 
dispose of their goods, and buyers will not be free to bid 
for products in the most favorable markets. If any consider- 
able portion of the world’s trade were thus to be frozen over a 
long period of time, our progress toward multilateralism would 
be seriously retarded if not completely blocked. 

The United States has raised no question with other nations 
concerning state trading per se. It has expressed no concern 
over bilateral agreements covering small quantities for short 
terms. Nor has it undertaken formally to protest any of these 
deals. But it has deemed it proper, in the case of the large- 
volume, long-term agreements, to call their probable conse- 
quences to the attention of the nations concerned. If it should 
appear that such advice may be gratuitous, I would remind 
you that the commitments for the liberalization of world trade 
that have been made, not only by this nation, but also by 
other nations, are repeated and definite. 

The future pattern of international trade is a matter of 
legitimate concern to us, as it is to every other people on 
earth, from Afghanistan at the beginning of the alphabet to 
Zanzibar at the end. The system of ownership in Ruritania’s 
internal economy, as I have said, is Ruritania’s business. But 
the methods that Ruritania employs in her external.trade affect 
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the character of world trade in general. And world trade is 
everybody's business. ‘ | 

Our fourth and final principle is that international trade 
should be nondiscriminatory. We believe that every nation 
should afford equal treatment to the commerce of all friendly 
states. We believe that discrimination obstructs the expansion 
of trade, that it distorts normal relationships and prevents the 
most desirable division of labor, that it tends to perpetuate 
itself by canalizing trade and establishing vested interests and, 
finally, that it shifts the emphasis in commercial relations 
from economics to politics. For all of these reasons, we have 
been opposed and shall continue to be opposed to prefer- 
ential tariff systems and the discriminatory administration of 
import quotas and exchange controls. Discrimination be- 
gets bilateralism, as bilateralism begets discrimination. If 
we are to rid ourselves of either one of them, we must rid 
ourselves of both. 

These principles have found repeated expression: in our 
commercial treaties; in our reciprocal trade agreements; in the 
Atlantic Charter; in Article VII of the mutual aid agreements 
concluded with our allies during the war; in connection with 
Lend-Lease settlements and the extension of credits to the 
United Kingdom, France and other powers; in the Articles of 
Agreement of the International Monetary Fund and the Inter- 
national Bank for Reconstruction and Development; in the 
economic clauses proposed by this Government for inclusion in 
the treaties of peace; in the proposals for Expansion of World 
Trade and Employment which were published in December 
of last year, and finally and most fully, in the Suggested Char- 
ter for an International Trade Organization which was pub- 
lished last week. 

The Suggested Charter is an elaboration of the Proposals 
to which the British and the French governments have already 
given their formal support. As it stands, however, the Charter 
is presented purely as an American draft. It is not to be taken, 
in detail, as representing the fixed or final position of the 
United States. It has been made available as a basis for public 
discussion, at home and abroad. And it will be the subject, 
early in the coming year, of public hearings before an appro- 
priate interdepartmental committee in Washington. 

If you are fully to appreciate the beauties—and discover 
the flaws—in this document, you will have to read it for your- 
selves. In major outline, however, it embodies the following 
proposals: 

1. That each nation should agree to take action, within its 
own jurisdiction, designed to provide regular and useful em- 
ployment opportunities for those who are able, willing and 
seeking to work; that no nation should serve this end by 
adopting measures which would export its unemployment to 
its neighbors; and that all nations should co-operate in an 
effort to stabilize production by exchanging information and 
participating in consultations with respect to antidepression 
policies; 

2. That the devices by which governments have distorted 
the natural flow of trade, whether through the restriction of 
imports or the artificial stimulation of exports, should be modi- 
fied or abandoned; 

3. That governments conducting state enterprises should 
agree to give nondiscriminatory treatment to the commerce 
of all friendly states; that they should make their purchases 
and sales on purely economic grounds; and that governments 
whose foreign trade is completely socialized should commit 
themselves as to the minimum quantities of goods which they 
propose to import; 

4. That nations should agree to act, individually and co- 
operatively, to curb the restrictive practices of private com- 
bines and cartels, when such practices interfere with the 
expansion of production and trade and the maintenance of 
high levels of real income; 

5. That any action taken on behalf of producers of primary 
commodities that are in world surplus, instead of being taken 
by any one nation, without regard to its effects on others, 
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should require international agreement; that the solution of the 
problem presented by a world surplus should be sought by 
measures that would remove the basic causes of the difficulty, 
not by measures that would perpetuate it; that the solution 
should be sought, in particular, by methods that would expand 
consumption; that measures restricting exports or fixing prices, 
where they are necessary, should be limited in duration; that 
they should be so administered as to provide increasing op- 
portunities to satisfy requirements from the most economic 
sources; that they should be attended, at every stage, by full 
publicity; and that consuming countries should be given an 
equal voice with producing countries in their formulation and 
administration; and 

6. That all of these commitments should be embodied in 
a World Trade Charter and carried out through an Inter- 
national Trade Organization, established under the Char- 
ter, in appropriate relationship to the Economic and Social 
Council, as an integral part of the structure of the United 
Nations. 

At the suggestion of our Government, the Economic and 
Social Council has voted to call a World Conference on Trade 
and Employment. This Conference, of some 50 or 60 nations, 
will probably be held in the late summer or early fall of 1947. 
It will be its task to adopt a World Trade Charter and to 
establish an International Trade Organization. To prepare for 
this Conference, the Council has set up a committee of 19 
nations—the United States, the United Kingdom, the U.S.S.R., 
France and China; Canada, Australia, New Zealand, South 
Africa and India; Belgium and Luxembourg, Holland, Norway, 
Czechoslovakia and Lebanon; Brazil, Chile and Cuba. This 
Committee will hold its first meeting in London on the fif- 
teenth of October. Its suggested agenda, adopted by the 
unanimous vote of the Council, is identical with the headings 
in the American Proposals. At a later stage in the course of 
this preparatory work, our Government intends to go forward, 
collaterally, with definitive negotiations for the reduction of 
barriers to trade under the provisions of the Trade Agreement 
Act. If all goes well, we should emerge from these negotia- 
tions, sometime before the end of 1947, with a protocol 
embodying the new trade agreements completed and signed 
by the President, and with a World Trade Charter ready for 
presentation to the Congress. The International Trade Or- 
ganization, upon the adherence of a sufficient number of 
states, should be established and in operation before the end 
of 1948. 

We believe that this Organization should be open to the 
widest possible membership. But, once it has been established, 
we do not believe that all of the benefits that flow from it 
should be extended automatically to those who decline to 
assume its obligations. Accordingly, we have suggested that a 
year or more should be allowed to permit adherence to the 
Organization, but that, thereafter, unless the Organization 
consents, members should not apply the tariff concessions 
agreed upon among themselves to the trade of other countries 
which, although eligible for membership, have not become 
members, or have withdrawn from the Organization. 

In conclusion, I should like to correct a few misapprehen- 
sions concerning this program that have appeared in the public 
print. The first is the careless statement that this Government 
is seeking to establish free trade. This, of course, is not the 
case. Free trade would require the complete elimination of all 
protective barriers. Politically, it would be impossible; eco- 
nomically it would be unwise. As far as this Government is 
concerned, its negotiations with respect to specific barriers to 
trade will be conducted within the limits of the authority con- 
ferred upon the President by the Reciprocal Trade Agreement 
Act and in accordance with the procedures of public notice, 
open hearings, and quid pro quo bargaining that have been 
employed for the past 12 years in the administration of that 
Act. By a judicious exercise of the power provided in the 
present law, the United States may lead the world toward 
freer trade. It cannot, and does not, seek to take it all the way 





to free trade. We shall expect to come out of the pending con- 
ferences with something far better than the sort of restriction- 
ism that has fastened itself on the world’s commerce during 
the last 20 years. But we shall be willing to settle for some- 
thing that falls short of Utopia. 

Another misapprehension has given rise to the comment 
that our line of policy has been tailored to meet the needs of 
highly industrialized states and is therefore prejudicial to the 
interests of undeveloped areas. The fact of the matter is that 
the United States affirmatively seeks the early industrialization 
of the less developed sections of the world. We know, from 
experience, that more highly industrialized nations generate 
greater purchasing power, afford better markets and attain 
higher levels of living. We have sought to promote industrial- 
ization by exporting plant, equipment and know-how; by 
opening markets to countries that are in the early stages of 
their industrial development; by extending loans through the 
Export-Import Bank; by participating in the establishment of 
the International Bank. We recognize that public assistance 
may be required, in some cases, to enable new industries to 
get on their feet. But we believe that such aid should be 
confined to enterprises that will eventually be able to stand 
alone; that it should be limited in extent, temporary in dura- 
tion and subject to periodic review; and that it should gradu- 
ally be tapered off in accordance with a predetermined for- 
mula. We believe that the Economic and Social Council and 
some of the specialized agencies of the United Nations, in- 
cluding the proposed International Trade Organization, may 
make affirmative contributions to the process of industrial 
development, and we stand ready to consider all serious 
proposals that are directed toward this end. 

Still another misconception is revealed by the opinion, 
recently expressed with some vigor, that the United States 
seeks multilateralism because this policy will best enable it to 
exploit the economies of smaller states. At the Peace Confer- 
ence in Paris, our Government has proposed treaty clauses 
under which our former enemies would grant nondiscrimina- 
tory treatment to the commerce of those nations that accord 
similar treatment to them. This proposal, of course, appears to 
us to serve the interests of victors and vanquished alike. But 
it has nonetheless been said to threaten the “enslavement” of 
the areas concerned. If our country had made the opposite 
proposal—that special privileges, denied to other powers, be 
granted to the United States—such a characterization would 
fairly have applied. But reciprocity in nondiscrimination serves 
merely to protect the right of every nation to compete, on 
equal terms, with every other nation in the markets of the 
world, to sell more goods, of better quality, with superior 
service, for less money, so that labor may be more productive 
and levels of living more nearly adequate in every corner of 
the earth. It assures to smaller states an opportunity to buy 
and sell where they please, on terms as favorable as those 
afforded larger powers. Far from reducing them to slavery, it 
affords a guarantee of economic liberty. 

And finally, a word should be said about the view that 
liberal trading principles, being the product of 18th century 
minds and 19th century practice, are now out of fashion; that 
our whole project is hopeless; that multilateralism is doomed; 
that the world is bound to be divided into competing economic 
blocs; that we might as well adapt ourselves to the inevitable. 
This, I submit, is a counsel of despair. It is true that the 
economic and the political situation in the postwar world is 
full of uncertainties. But the future is not foreordained. For 
this country to surrender its principles, without a struggle, 
simply because the going may be rough, would be neither 
necessary nor wise. Our initiative with respect to matters of 
trade policy has been widely commended by other govern- 
ments. Our Proposals and our Suggested Charter have posed 
the issues about which the discussion of these matters now 
revolves. Our present position imposes upon us a responsi- 
bility that we do not propose to abdicate. It gives us an 
opportunity that we do not intend to throw away. 
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U.S. Elections Hold Up 
Decision on Palestine 


Allied officials expect the coming 
winter to provide the real test of how 
Germans accept military occupation. 
If Europe has a mild winter, the sit- 
uation in Germany will be all right. 
But if the winter is severe, occupa- 
tion authorities are preparing for real 
trouble. One estimate has been made 
that a week of near-zero weather will 
bring death to 20 per cent of the 
older population, already weakened 
by insufficient food. Another concern 
is that the discomforts of bad weather 
will send German technicians out of 
the U.S. and British zones into the 
Russian zone, where they are offered 
extra rations and other bonuses. 


o °o 9 


Britain is not expected to make any 
important announcements regarding 
policies in Palestine until after the 
November elections in the United 
States. The reason is that British of- 
ficials feel the problem will be a lot 
easier to handle if it does not become 
more deeply involved in America’s 
congressional elections. 
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Three Japanese officials who were 
ordered purged from the Government 
by the occupation authorities several 
months ago still are holding public 
office. Several others are continuing 
to take an active part in politics, 
despite warnings from General Mac- 
Arthur's headquarters. 
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The Chinese Government is not 
making public the value of former 
Japanese assets in China. The U.S. 
Government has not been able to get 
an estimate on the extent of such Jap- 
anese property. 
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When and if France gets the Saar, a 
long period of isolation for the region 


Iran Revolt May Void 
Soviet Oil Franchise 


can be expected. Customs barriers 
will be erected mainly to guard against 
an influx of marks that would harass 
further the French monetary situation. 
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Diplomats in Paris are predicting 
that new negotiations for a_ trade 
agreement between Russia and the 
U.S. will be initiated by Secretary of 
Commerce Harriman. The talk is that 
Harriman wants to get to work on an 
arrangement with the Soviet Union 
purely on a business basis, referring 
to the State Department all questions 
involving political issues. 
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Significance of the tribal revolts in 
Southern Iran lies in the fact that, un- 
less Iran elects a Parliament in the 
next few weeks, the Russian oil fran- 
chise in the northern part of the coun- 
try will be no good. The Iranian 
Parliament must approve the agree- 
ment with Russia before October 24, 
or it lapses. Troubles created by the 
tribal disturbances may delay parlia- 
mentary elections and make it impos- 
sible to ratify the oil pact. 
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Air Marshal Sir Sholto Douglas, 
British commander in Germany, is 
urging his Government to halt all 
reparations from Germany during the 
next six months. Particularly, he 
wants coal shipments from the Ruhr 
stopped so the Germans can accumu- 
late some reserve before winter. 
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Syria is going to make a bid to get 
for herself the seat on the United 
Nations Security Council that is now 


held by Egypt. 


Nazi Industrialists — 
Gain Delay in Trials © 


One of the reasons why the natives ~ 
of Bikini will not be returned to their ~ 
homes, even though the atom-bomb — 
tests are over, is the official belief that ~ 
fish in the lagoon will be radioactive — 


for a long time. Fish is a staple of the 
native diet. Another reason is that the 
islanders are more comfortable where 
they are now. 
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Mystery over the continued absence 
from Moscow of Marshal Zhukov is 
giving way to this explanation, widely 
accepted in Anglo-American quarters: 
Zhukov has been removed from the 
Moscow limelight because he differs 
with the Politburo over Russia’s policy 
of expansion. Zhukov doesn’t think 
the Soviet Army is quite as good as 
the Politburo insists and, as a result, 
he opposes any expansionist policy 
that might bring a clash with Western 
arms that he has already seen in 
action. 
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It now appears that the big trial of 
German industralists, which was to be 
a sequel to the Niirnberg trials, will 
not take place as originally planned. 
Instead, some of the German indus- 
trialists will be tried before interzonal 
tribunals, but the big bosses of Ger- 
man industry and banking will not be 
prosecuted immediately. 
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Officials of the British Foreign Of- 
fice, as a matter of policy, now “tell” 
their U. S. colleagues the contents of 
confidential documents, rather than 
turn over the documents themselves. 
Behind the new policy is British cau- 
tion against “leaks,” sharpened by the 
fact that the “confidential” letter of 
Henry A. Wallace to President Tru- 
man became public because one 
newspaperman managed to get hold 
of a copy. 
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BUILDING A PUBLICATION 


NO. 8 OF A SERIES 


HOW MANY—AND WHO? 


Every advertiser is entitled to know how many subscribers a maga- 
zine has and who the subscribers are. WORLD REPORT already 
has answered the first question by guaranteeing a paid circulation of 


50,000 and announcing an increased guarantee of 100,000 effective 
with the November 19 issue. 


At present the WORLD REPORT Research Department is busily 
engaged in finding out just WHO the subscribers are—what busi- 
nesses and professions they are in—what positions they hold. The 
first 24,000 subscribers have been “identified” so far and, as one would 
expect, most of them occupy important posts. For example, the largest 
group—8,000 out of the first 24,000—are Chairmen, Presidents, Vice 
Presidents, General Managers and others who as a rule determine 
broad policies and direct major undertakings. 


That is a part of the overall picture that advertisers want to know before 
placing advertisements in a publication. Soon we will have a more de- 
tailed “‘breakdown” enumerating the number of Department Managers. 
Superintendents, Engineers and others whe can do their work better if 
they know not only what is happening in the four corners of the world, but 
if they understand the impact and the repercussions that these happen- 
ings have on every business man in the United States. 
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Daniel W. Ashley, Vice President in Charge of Advertising 
30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 
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REAP THE REWARD OF SUNNY MORNING FLAVOR 


Waiting for you... the extra, the special enjoyment in 
every sip of Schenley Reserve. That Sunny Morning flavor 
...unmatched, we believe, in any other whiskey... has 


made Schenley Reserve America’s most popular whiskey! 
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BLENDED WHISKEY 86 PROOF. 65% GRAIN NEUTRAL SPIRITS. COPR. 1946, SCHENLEY DISTILLERS CORP.,N.Y.C. 
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